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SUBJECT: Issues and Decisons for the Find Results of the Sixth Antidumping
Duty Adminigrative Review
Summary:

We have andyzed the case briefs and rebutta briefs submitted by interested parties. Asaresult of our
andysis, we have made changes in the margin calculaions. We recommend that you gpprove the
positions we have developed in the Discussion of Interested Party Comments section of this
memorandum. Below isthe complete ligt of the issuesin this review for which we received comments
from the parties

l. Lig of Comments.

PastalLens Sr.l.

Comment 1.  Clerica Error
Comment 22 Exclusion of Sdes of Pasta Produced by Other Manufacturers

|ndustria Alimentar e Colavita, S.p.A. and Fusco Sr.l.

Comment 3: Cleica Error
Comment4: Disdlowed Credit
Comment5:  Credit Amortization



Comment 6:
Comment 7:
Comment 8:

PAM Sp.A.

Comment 9:

Comment 10:
Comment 11:
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Double Counted Amortization
Offsetting Pogtive Margins
Cdculdion of Entry Vdue

Rescisson of the Adminidrative Review
Department’ s Application of Adverse Facts Available (*“AFA”)
The Reasonableness of the AFA Rate Applied by the Department

Pastificio Fratelli Pagani S.p.A.

Comment 12: Revocation

Rummo S.p.A. Molino e Pastificio

Comment 13:
Comment 14.
Comment 15:
Comment 16:
Comment 17:

Treatment of Rummo USA’s Customer’ s Note Recelvable as a Rebate
Reimbursement of Antidumping Duties

Error in the Home Market Credit Expense Cdculation

Incongstenciesin Rummo’'s Reporting of Certain Sdles of Subject Merchandise
Exclusion of Palitical Contributions from Generd & Adminigtrative Expenses
(“G&A") Expense Rdio

Moalino e Pastificio Tomasdllo S.r.l.

Comment 18:
Comment 19:
Comment 20:
Comment 21.
Comment 22:
Comment 23:

Comment 24:

Incorrect Denominator Used in Cdculation of U.S. Credit Expense
Calculation of Packing Costs for Home Market Net Prices

Cdculaion of DIRSEL3U for One U.S. Invoice

Change in Whest Inventory

Pasta Scrap Production

Cost of Goods Sold (“COGS”) used in the G& A and Interest Expense Ratio
Cdculation

Other G&A and Interest Adjustments

Pastificio Lucio Garofalo S.p.A.

Comment 25:
Comment 26:

Comment 27:

The Department Should Collgpse Garofad o and Amato

The Department Should Not Accept Garofdo’s Definition of a Third Whesat
Code

Matching of Wheat Codes



Comment 28:
Comment 29:
Comment 30:

Comment 31:
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Subtracting DISCREBH from NETPRICOP

Incorporation of Only Home Market Sales that Passed the Cost Test
Revised Interest Amounts Should be Used in the Cdculation of Constructed
Vdue (“CV”)

Converson of Home Market Sdles Dataiinto Italian Lire rather than to Euros

Comment 32: Semolina Purchases
Comment 33 Failure to Include Commingled Sdesin Garofdo’'s Margin Caculation
Comment 34: Use of Wrong Affiliated Party Arm’s Length Test

Comment 35:

Non-Use of Revised Totd Cost of Manufacturing (“RTOTCOM”)

Pastificio Zaffiri Sr.l.

Comment 36:
Comment 37
Comment 38:
Comment 39:
Comment 40:
Comment 41.
Comment 42
Comment 43:

Comment 44:

Comment 45:
Comment 46:
Comment 47:
Comment 48:

Proper Matching of Zaffiri’s Sdes a the Same Leve of Trade (“LOT")
Caculation of Imputed Credit Expense

Treatment of Plazzista Expenses

Trestment of the U.S. Billing Adjustment

Treatment of Free Pasta Program in the United States
Currency Conversonsin Computer Program

Purchased Pasta

By-product Revenue Offset in the COGS Denominator of the Interest Expense
and G&A Expense Ratios

Packing Cogt in the COGS Denominator of the G& A and Interest Expense
Retios
Trade Show Revenue as Offset to G& A Expense
Foreign Exchange Loss

Expenses on Invoice Payables and Loss on Sale of Assets

Packing Cogts

Pastificio Guido Ferrara Sir.l.

Comment 49:
Comment 50:
Comment 51:

Background

Offset to Ferraral s Depreciation for Itdian Subsidies
Offset to Fixed Overhead Rdating to Ferrara s Performance Bond Claim

Use of “Die Type’ as aProduct Matching Hierarchy

On August 7, 2003, the Department published the preiminary results of the Sxth adminigtrative review
of the antidumping duty order on certain pastafrom Itay. See Notice of Preliminary Results and Partidl
Rescisson of Antidumping Duty Adminidrative Review and Intent Not to Revokein Part: For the

Sixth Adminigtrative Review of the Antidumping Duty Order on Certain Pagta from Itdy, 68 FR 47020
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(August 7, 2003) (“Preliminary Results’). On October 21, 2003, at the request of PAM Sp.A.
(“PAM”), the Department held a public hearing. On November 21, 2003, the Department extended
these fina results until February 3, 2004. See 68 FR 65679 (November 21, 2003). The merchandise
covered by thisreview is described in the Federa Regigter notice issued the same date asthis
memorandum. The review covers ten manufacturers/exporters. The period of review (“POR”) is July
1, 2001, through June 30, 2002. We received case/rebuttal briefs from the petitioners' and the
following respondents. Pedtificio Guido Ferrara Sir.l. (“Ferrard’), Padtificio Lucio Garofdo Sp.A.
(“Garofdo”), PastaLens Sr.l.(“Lend”)?, Industria Alimentare Colavita, Sp.A. (“INDALCO") and its
affiliate Fusco Sr.l. (“Fusco”) (collectively “INDALCQ”), PAM, Padtificio Fratdli Pagani Sp.A.
(“Pagani”), Rummo Sp.A. Malino e Padtificio (*Rummo”), Molino e Pedtificio Tomasdllo Sr.l.
(“Tomasdlo”), and Padtificio Zaffiri Sr.l. (“Zaffiri”). We did not recelve comments from Pedtificio
Antonio Pdlante Sr.l. (“Pdlante’) and its effiliate Industrie Alimentari Molisane sr.l.

[1. Discussion of Interested Party Comments

Lens

Comment 1: Clericd Error

Lens datesthat the Department incorrectly deducted home market indirect sdling expenses
(“DINDIRSU") and home market inventory carrying costs (“DINVCARU”) from the constructed
export price (“CEP’). Lens dtates tha the antidumping regulations specificaly preclude the
Department from deducting home market expenses which only reate to the sde to an affiliated U.S.
importer. Lens argues that because there is ample evidence on the record to indicate that the sdlling
expenses DINDIRSU and DINVCARU are unrelated to economic activity in the United States, and
only relate to the sde to an affiliated U.S. importer, the Department should not deduct these expenses
from the CEP for purposes of thefind results.

Petitioners did not comment on thisissue.

Department’s Position: We agree with Lens. The expensesin the fields DINDIRSU and
DINVCARU only relate to the sale to an affiliated U.S. importer, and are unrelated to economic

1 Petitioners are New World Pasta Company, Dakota Growers Pasta Company, Borden Foods Corporation
and American Italian Pasta Company.

2 The Department determined that Lensi was the successor-in-interest to Italian American Pasta Company
ItaliaS.r.l. (“IAPC"), and Lensi retains the antidumping and countervailing duty deposit rates assigned to |APC by
the Department in the most recently compl eted antidumping and countervailing duty administrative reviews. See
Notice of Final Results of Antidumping and Countervailing Duty Changed Circumstances Reviews: Certain Pasta
from Italy, 68FR 41553 (July 14, 2003).
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activity in the United States. Accordingly, we will correct the error in the find margin program. See
Lens’s Find Cdculaion Memorandum, dated February 3, 2004, which ison file in the Centrd
Records Unit (“CRU”), room B-099 of the main Commerce Department Building (“Lens’sFind
Cdculation Memorandum”).

Comment 2:  Exclusion of Sdes of Pasta Produced by Other Manufacturers

Leng datesthat the Department’ s preliminary margin calculation for Lens did not exclude sdles of
pasta purchased from other manufacturers, though in the Preiminary Results, the Department stated
that it had excluded sadles of purchased pasta from the margin caculation. Lens argues that the
Department should modify the margin program to exclude such sales of purchased pasta.

Petitioners did not comment on this issue.

Department’s Position: We agree with Lens. Accordingly, we will correct the error in the find
margin program. See Lens’s Find Cdculation Memorandum.

INDALCO
Comment 3: Clericd Error

INDALCO argues that the Department made aclerica error in the part of the prdiminary margin
program that executes the model matching. Asaresult, it adds, INDALCO' s product matches were
made to random products without regard to matching characteristics reported for the various products.
Specificaly, INDALCO dates that the “DIF1” field should be a 2-byte character field, instead of the
2-byte numeric fidd included in the margin program.

Petitioners did not comment on this issue.

Department's Position: The Department agrees with INDAL CO that we did make aclerical error
with regard to the “DIF1” field and will correct the error in the find margin program. See Indalco’'s
Final Cdculation Memorandum, dated February 3, 2004, which ison filein the CRU (“See Indaco’'s
Finad Cdculation Memorandum”).

Comment 4;: Disalowed Credit

INDALCO gatesthat in the Priminary Results, the Department miscal culated the adjustment
percentage associated with the disallowance of a certain portion of INDALCO's credit (see the
business proprietary Memorandum To Ned M. Halper from Laurens van Houten, RE: Cost of
Production and Constructed Vaue Adjustments, dated February 3, 2004). According to INDALCO,
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after determining the disalowed portion, the Department calculated an adjustment percentage by
dividing the disallowed portion of the credit by the tota fixed overhead costs of subject merchandise.
INDALCO arguesthat the credit in question relates to al products, both subject and non-subject.
Therefore, INDALCO argues that the adjustment percentage should be ca culated not based on the
fixed overhead cogts of subject merchandise only, but instead on the tota fixed overhead costs of Al
products.

Petitioners did not comment on thisissue.

Departments position: We agree with INDALCO that the credit in question relates to al products.
Thus, for these find results, we have reca culated the adjustment percentage by dividing the disdlowed
portion of the credit by the tota fixed overhead costs of al products. See Indalco’s Find Calculation
Memorandum.

Comment 5: Credit Amortization

INDALCO dates that for the Prdliminary Results, the Department adjusted Indalco’ s credits by
amortizing them over the average lives of the rdlated assats. According to INDALCO, the Department
determined the lives of the assets based on the depreciation rates the company used in fisca year 2001.
INDALCO argues that this approach was inappropriate, however, because in afew instances the rates
used in 2001 represented not the full-year depreciation, but half-year depreciation rates. According to
INDALCO, like most other companiesin Itay and the United States, INDAL CO adopted the so-
cdled “hdf-year convention” for assatsin the first year of their useful lives. Furthermore, INDALCO
dates that the use of the haf-year rates was aso inagppropriate because those rates were only relevant
in 2001, while the full year depreciation rates were used for 2002. INDALCO arguesthat because it
was the Department’ s intention to use the actual depreciation amounts for the POR, the full-year rates
are the relevant ones. According to INDAL CO, because the Department intended to allocate the
credits over the average lives of the related assets, the full-year depreciation rates should be used
because the half-year rates do not reflect the useful lives of the assets.

Petitioners did not comment on thisissue.

Department’s position: We agree with INDALCO. It was the Department’ s intention to alocate
Indalco’ s credits over the average useful lives of the related assets. For the Prdiminary Results we
used the depreciation rates used by INDALCO to calculate its depreciation expense during 2001.
Upon further examination, we found that afew of the rates we used were haf-year rates insteed of the
full-year rates. Thusfor these final results, we have adjusted our caculation to correct for this error.
See Inddco’s Find Caculation Memorandum.




Comment 6: Double Counted Amortization

INDALCO dates that the Department adjusted two of its credits using the same adjustment
methodology. However, INDALCO argues that the Department overlooked a mgor differencein the
way these two credits were treated by the company in its financia records. While INDALCO
concedes that it recognized the full amount of one credit in the year it was received, the other credit was
amortized. According to INDALCO, this second credit was received in severd ingalments, from the
end of 1998 to the beginning of 2001, with each ingtdlment being amortized, sarting in the year it was
received, over different periods of up to five years. INDALCO notes, therefore, that the reported
credit amount represented only a portion of the total credit received. INDALCO argues that for the
find reaults, the Department should avoid double amortizing this second credit.

Petitioners did not comment on this issue.

Department’s position: We agree with INDALCO. After reviewing the record, we found that the
amount in question was only a portion of the total credit INDALCO received for fulfilling a certain
agreement. The credit was received in severd ingtalments from the end of 1998 to the beginning of
2001. For thesefind results, we have reca culated the cost of production (*COP’) so asto not double
amortize this second credit. See Indalco’'s Find Cdculation Memorandum.

Comment 7: Offsetting Postive Margins

INDALCO argues that the Department should adhere to the finding in the World Trade Organization

(“WTQ") Appdllate Body decison in the Antidumping Duties On Imports of Cotton-Type Bed Linen
From India, (“Bed Linens”) WT/DS141/AB/R, dated March 1, 2001, and offset any positive margins
with negative marginsin the same entry.

Petitioners chalenge INDALCO' s assartion that the Department should change its long-standing
practice of “zeroing out” negetive margins. They date that Court of Internationd Trade (“CIT”) has
found that the WTO paned and appellate decisions are non-binding on third parties and do not serve as
precedent. Moreover, petitioners add, given that the statute is silent on the question of “zeroing”
negative dumping margins, the CIT has deferred to the Department’ s interpretetion of the Satute. Asa
result, they maintain that the Department should not change its long-standing practice of “zeroing out”
negative margins, and gopply the current caculation methodology for the find margin andys's concerning
INDALCO.

Department’ s position: We disagree with INDALCO and have not changed our cdculations of the
weighted-average dumping margin as suggested by the respondent for these final results. The Court
has upheld the Department’ s trestment of non-dumped sdlesin Corus Engineering Steds Ltd. v. United
States, Slip Op. 03-110 (CIT August 27, 2003), PAM, Sp.A. v. U.S,, 265 F. Supp. 2d 1362, 1369
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(CIT May 8, 2003) (achdlenge by PAM to the find results from the fourth administrative review of
this order) and The Timken Company v. United States, 240 F. Supp. 2d 1228 (CIT 2002), because
our methodology is consstent with our statutory obligations under the Tariff Act of 1930, as amended
(“the Act”).

Furthermore, the Federa Circuit recently affirmed the Department’ s methodology. The Timken
Company v. United States, Fed. Cir. No. 03-1098, 03-1238 (Fed. Cir. Jan. 16, 2004) (Decision not
final as of this determination). As discussed below, we include U.S. salesthat were not priced below
norma vaue (“NV”) in the cdculation of the weghted-average margin as sales with no dumping
margin. Thevaue of such sdesisincluded in the denominator of the weighted-average margin dong
with the value of dumped sales. We do not, however, dlow U.S. sdesthat were not priced below NV
to offset dumping margins found on other sdes.

Section 771(35)(A) of the Act defines “dumping margin” as “the amount by which the norma vaue
exceeds the export price or constructed export price of the subject merchandise.” Section 771(35)(B)
of the Act defines “weighted-average dumping margin” as “the percentage determined by dividing the
aggregate dumping margins determined for a specific exporter or producer by the aggregate export
prices and constructed export prices of such exporter or producer.” These sections, taken together,
direct the Department to aggregate al individua dumping margins, each of which is determined by the
amount by which NV value exceeds export price (“EP’) or CEP, and to divide this amount by the
vaue of dl sdes. The directive to determine the “aggregate dumping margins’ in section 771(35)(B) of
the Act makes clear that the sSingular “dumping margin” in section 771(35)(A) of the Act gpplieson a
comparison-specific level, and does not itsalf apply on an aggregate bass. The Act does not direct the
Department to factor negative price differences (i.e., the amount by which export price or CEP exceeds
NV) into the caculation of the weighted-average dumping margin. In other words, the value of non-
dumped sdesis not permitted to cance out the dumping margins found on other sales.

This does not mean, however, that non-dumped sdes are ignored in cd culating the welghted-average
dumping margin. It isimportant to note that the weighted-average margin will reflect any non-dumped
merchandise examined during the POR:  the vaue of such sdesisincluded in the denominator of the
welghted-average dumping margin caculation, while no dumping amount for non-dumped merchandise
isincluded in the numerator. Thus, a grester amount of non-dumped merchandise resultsin alower
welghted-average margin.

Furthermore, this is a reasonable means of establishing estimated duty-deposit rates in investigations
and assessing duties in reviews. The deposit rate we calculate for future entries must reflect the fact that
U.S. Customs and Border Protection (*CBP’) isnot in apostion to know which entries of subject
merchandise are dumped and which are not. By spreading the liability for dumped sales across all
reviewed saes, the weighted-average dumping margin alows CBP to gpply this rate to al merchandise
subject to review.
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Finaly, with respect to INDALCO’ s WTO specific arguments, we note that U.S. law, as implemented
through the Uruguay Round Agreements Act (“URAA”), isfully consstent with our WTO obligations.

Comment 8. Cdculation of Entry Vdue

Petitioners argue that the Department incorrectly caculated the entry vaue of pasta exported by
INDALCO from Italy in the preiminary margin program. Specificaly, they sate that the gross unit
prices charged by INDALCO to its U.S. customers were inclusive of severd expensesincurred in the
United States, and should have been subtracted from the entry value equation in the Department’s
preliminary margin program, namely: advertising, U.S. duty, and post-entry rebates.

INDALCO rebuts petitioners  claim that the Department improperly included severa post-entry
expensesin the entered vaue cdculation in the priminary margin program. It damsthat the
petitioners are correct that the Department should have excluded the harbor maintenance fee and the
merchandise processing fee because INDALCO paid the U.S. duty, since it is the importer of record,
but argues that it would be improper and contrary to settled Customs regulations and practice to
subtract advertisng and post-entry rebates from the entered value calculation.

Department’s Position: We agree with petitioners and INDALCO that it is the Department’s normal
practice to subtract harbor maintenance and merchandise processing fees from the entered value
equation when it is paid for by the producer. However, we disagree with petitioners contention that
we should subtract advertising and post-entry rebates from the aforementioned equation, because these
items are not part of the entered value cdculation. Therefore, for the find results we will recaculate the
entered value equations by subtracting the harbor maintenance and merchandising fees. See Indalco’'s
Find Cdculaion Memorandum.

PAM
Comment 9: Rescisson of the Adminigrative Review

PAM argues that the Department should rescind its initiation of this review with respect to PAM
because petitioners failed to serve PAM or its counsel with the requests for review. First, PAM sates
that the regulation governing service of review requests explicitly requires that named companies be
served with review requests during the month in which the request is filed or within 10 days theresfter.
See 19 CFR 351.303(f)(3)(ii). Theregulation gatesthat, “If the interested party that files the request is
unable to locate a particular exporter or producer, or the petitioner, the Secretary may accept the
request for review if the Secretary is satisfied that the party made a reasonable attempt to serve a copy
of the request on such person.” PAM claimsthat petitioners made no effort to locate it or its counsd,
despite the fact that it had participated in two prior reviews. See Notice of Find Results of
Antidumping Duty Adminigrative Review, Partid Restisson of Antidumping Duty Adminigrative
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Review and Revocation of Antidumping Duty Order in Pat: Certain Padta from Italy, 67 FR 300
(January 3, 2002) (“Pastafrom Italy 4™ Review”); see aso, Notice of Fina Results of Antidumping
Duty Adminidrative Review and Determination to Revoke the Antidumping Duty Order in Part:
Certain Pagtafrom Italy, 65 FR 77852 (December 13, 2000) (“Pastafrom Italy 3rd Review”).

PAM dso argues that the Department is required to comply with its own regulations. See Vitardli v.
Seaton, 359 U.S. 535 (1959) (“Vitardli v. Seaton’). Specificdly, “an executive agency must be
rigoroudly held to the standards by which it professesiits action to be judged.” See Vitardli v. Seaton,
359 U.S. 535, 546. PAM clamsthat the Department has promulgated a regulation requiring
petitioners to serve respondents named in areview request, further requiring the Secretary, by negative
implication, to decline to initiate the review where the petitioners have failed to obey the regulation.
PAM arguesin addition, that the rule is explicit, petitioners failed to follow it, and so the review was
unlawfully initiated.

Furthermore, PAM clamsthat in the Natice of the Find Results of Adminigrative Antidumping Duty
and New Shipper Reviews. Freshwater Crawfish Tail Megt from the Peopl€' s Republic of China, 65
FR 20948 (April 19, 2000) (“Crawfish from the People's Republic of China”), the Department applied
AFA to arespondent because the respondent failed to properly serve submissonsto al interested
parties despite the Department’ s repeated request that the respondent serve dl interested parties.

PAM assarts that whilein Crawfish from the People’ s Republic of China, the Department punished the
respondent for failure to properly serve interested parties, the Department should apply the law fairly to
both petitioners and respondents in this present case and not alow petitionersto ignore the
Department’ s regulations without consegquences.

Finaly, PAM contends that had it been properly served, the company would have had an additiona
month to prepare its questionnaire response. Therefore, PAM argues that for these final results, the
Department should rescind its initiation of this review with respect to PAM.

Petitioners disagree with PAM that the Department’ s regulations require petitioners to serve areview
request on each producer or exporter specified in the request. See 19 CFR 351.303(f)(3). Petitioners
clam that PAM is basing its argument on an overly literd reading of the Department’ s regulation which
requires petitioners to serve areview request on each producer or exporter specified in the request,
because the Secretary may waive this requirement if the petitioner made a reasonable attempt to serve
such person. See 19 CFR 351.303(f)(3). According to petitioners, they did not serve any of the eight
“producers or exporters’ for whom they requested reviews directly. Petitioners, however, served
counsd for four producers who participated in the immediately preceding segment, which, at thetime
was the most recent service list they possessed. Petitioners claim that the Department’ s procedures
accept service on counsd as service on the producer, notwithstanding the litera requirements of the
regulations to serve the producer or exporter. The reason, petitioners contend, is that the Department
is aware that counsd for any producer will generaly contact other producers for whom arequest is
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made, in an attempt to secure representation of that producer, and that the Department does not
normaly send questionnaires to respondents until severa weeks after initiation.

Petitioners dso disagree that PAM was prejudiced by the failure to receive notice of the review.
According to petitioners, PAM’s counsdl entered an order of appearance on the same day the
questionnaire was issued, August 29, 2002, and so PAM wasin no way pregudiced by falure to
receive notice, and lost no time in preparing its response. See PAM’s August 29, 2002 Entry of
Appearance. Moreover, PAM requested &t least two extensions of time for filing its origina
guestionnaire response, and noted that the extensions would ameliorate the damage caused by late
notice. See Department’s Letter Granting an Extenson for PAM to file its Initid Questionnaire
Response, dated September 27, 2002 (“Extension to Initid Questionnaire 1"); see dso Department’s
Letter Granting an Additiond Extension for PAM to fileits Initid Questionnaire Response, dated
October 8, 2002 (“Extenson to Initid Questionnaire 2"). Asaresult, PAM had over two months (i.e.,
from August 29, 2002 through November 5, 2002) to fileitsinitia questionnaire response. In fact,
most of the respondentsin this review filed responses prior to November 5, 2002. See Ferrara's
Response to the Department’ s Questionnaire Sections A through C, dated October 21, 2002; see dso
Rummo’ s Response to the Department’ s Questionnaire Sections B through D, dated October 28,
2002. Thus, petitioners argue that PAM suffered no harm in not receiving arequest for review and the
Department should continue to gpply AFA for these find results.

Department’s Position: Section 751(a)(1) of the Act states that the Department, “if arequest for
such areview has been received and after publication of notice of such review in the Federa Regidter,
ghdl . .. review and determine the amount of any antidumping duty.” The requirements of the Act
were met in thisingance. On July 31, 2002, petitioners submitted to the Department their requests for
review. Theregfter, on August 27, 2002, we published the notice of initiation of this antidumping duty
adminigtrative review covering the POR and listing these companies as respondents. Ferrara, Garofao,
IAPC, INDALCO, Pagani, Pdlante, PAM, Rummo, Tomasdllo and Zaffiri. See Initiation of
Antidumping and Countervailing Duty Adminidrative Reviews and Requedts for Revocetion in Part, 67
FR 55000 (August 27, 2002) (“Initiation Notice’). Consequently, the statutory requirements for
initiating this review were satisfied.

PAM claims, however, that petitioners violation of section 351.303(f)(3)(iii) of the Department’s
regulations requires that we terminate this review with respect to it. As sat forth above, nothing in the
Act requires such aresult nor has PAM made such adlam. Similarly, nothing in the regulations
requires that we regject a request for review or terminate areview if adeficiency in serviceexiss. The
Department adopted section 351.303(f)(3)(iii) of its regulaions for the orderly transaction of business.
Specificdly, section 351.303(f)(3)(iii) requires the party filing the request for review to persondly serve
the request on each producer or exporter specified in the request on the last date of the anniversary
month or within ten days of filing the request, whichever islater. Thisregulation is designed to facilitate
our adminigtrative reviews by providing interested parties with timely notice of documents filed with the
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Department and was not designed to confer important procedural benefits upon interested parties. See
Taiyuan Heavy Mach. v. United States, 23 C.1.T. 701, 703-4 (CIT 1999).

Petitionersfailed to serve PAM properly with the request for review. The certificate of service
indicates that the petitioners relied upon the most recent public service list when serving the requests for
review. However, because PAM had not participated in the most recent proceeding they were not on
the most recent service list petitioners possessed.  PAM claimsthat it was prejudiced because had it
received the request for review from petitioners, it would have had an additiona month to prepareits
guestionnaire response, i.e., it was deprived of the opportunity to prepare “early” for thereview. Asa
generd matter, there is no preudice in being denied additiona time to prepare when such additiona
time is not specificdly provided for by the statute or the regulations. More specificaly, athough PAM
did not receive service of petitioners request for review, PAM was afforded two separate extensions
of timeto enableit to complete its questionnaire responses. PAM’ s counsel entered their gppearance
on August 29, 2002, the same day the Department issued the questionnaire. See PAM’s August 29,
2002 Entry of Appearance. Furthermore, PAM was served with the questionnaire on the same day as
the other respondents. The Department subsequently granted two extensionsto PAM tofileits
questionnaire response, extensons that PAM claimed would ameliorate the damage caused by the late
notice. See Extenson to Initid Questionnaire 1; see dso, Extension to Initid Questionnaire 2. Because
of these extensons, PAM was one of the last companiesin this review to file its questionnaire response.
See PAM’ s Response to the Department’ s Questionnaire Sections A through D, dated November 5,
2002 (*PAM’s Questionnaire Responsg’). Therefore, PAM was not prejudiced by failing to have
aufficient time to respond to the questionnaire in the context of this review.

The Department’ s decision to continue the review despite the deficiency in serviceis in accordance with
the law. The Supreme Court has established that, “it is dways within the discretion of a court or an
adminigrative agency to relax or modify its procedura rules adopted for the orderly transaction of
business before it when in a given case the ends of justice requireit.” See American Farm Linevs.
Black Bdl Freight Service, 397 U.S. 532, 539 (1970) (“American Farm Line”) quoting NLRB v.
Monsanto Chemical Co., 205 F.2d 763, 764 (8" Cir. 1953). It has been established that the objective
of the antidumping law is to determine current dumping margins as accurately as possble. See D&L
Supply Co. v. United States, 113 F.3d 1220, 1223 (Fed. Cir. 1997). Inthis case, the exemption of a
foreign producer from an adminigirative review could potentialy lead to an inaccurate dumping margin
and the perpetuation of an injury to the domestic industry that the statute was designed to prevent.

The Department fully expects that it will be “rigoroudy held to the sandards by which it professesits
action to be judged.” See Vitardli v. Seaton, 359 U.S. 535, 546. Nothing in this case evidences any
lapsein that regard. With respect to American Farm Lines, that case provides two Stuationsin which a
Court may require an agency to drictly obey itsregulations. Firdt, the regulation in question must be
intended to confer important procedura benefits. As noted above, section 351.303(f)(3)(iii) does not
convey important procedura benefits upon respondents. Rather, it provides for the orderly progress of
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the adminidrative review. Second, the plaintiff must make a showing of substantid prejudice. See
American Farm Lines, 359 U.S. at 539. Although it istrue that PAM received notice later than the
regulation intended, PAM suffered no prejudice as a consequence. As st forth above, the Department
did not request any information from participating parties until August 29, 2002, the day it issued the
guestionnaire -- the same day PAM’ s atorney filed his appearance. Furthermore, PAM was served
with the Department’ s request for information on the same day as the other respondentsin this review.
Moreover, the Department granted PAM two extensions of time which resulted in PAM having more
time than any other respondent to submit itsinitia questionnaire response. Thus, we find that PAM has
faled to demondtrate that it was prejudiced by the Department’s actions.

In addition, we find PAM’s reference to Crawfish from the People’'s Republic of Chinairrdevant. In
that case, the Department rejected the respondents submissions not only because they failed to
properly file their questionnaire responses with interested parties, but because they dso failed to submit
complete and accurate responses. After requesting the respondents to re-file the questionnaire
responses three times, the Department applied AFA. See Crawfish from the People€' s Republic of
China at Comment 1.

For these find results, we have not rescinded this review with respect to PAM.
Comment 10: Department’s Application of AFA

PAM agues that the Department erred in gpplying AFA with respect to PAM. According to PAM, it
acted to the best of its ability but was hindered by its organizationa structure and its prior counsd!.
Firg, PAM cdamsit has a complex organizationa structure, with no fewer than seven separate entities
involved in the production or distribution of pasta. According to PAM, the organizationd structure is
more complex than any other company in the present review, and may be the most complex of any
party, to date. Asaresult, this made the construction and assembly of the questionnaire databases
difficult. Second, PAM’sinteraction with the Department was mediated at dl times by PAM’s prior
counsd. PAM damsthat it provided dl information requested by its former counsel and did everything
in its power to ensure that its counsel had dl the information needed. However, PAM arguesthat its
former counsd was not effective in serving as a bridge between PAM and the Department. PAM
clamsthat had it had better counsd, it would have provided anything the Department wanted. More
importantly, PAM asserts that if it had been better served by counsd, PAM would not have failed
verification and the Department would not have applied an AFA rate.

According to PAM, the core of the Department’ s application of AFA isthe fact that it failed to report
two-thirds of its home market sales, sixteen thousand tons of pastato a customer for AG.E.A3.
("“AG.EA. sdes’), and five thousand tons of pasta sold from PAM’s external warehouse (“FP sdes’).

3 AG.E.A. isan Italian government agency that supplies pastato charitable organizationsin Italy.
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PAM clamsthat had it had better counsd, it would have noticed the discrepancy in quantity and vaue
of home market sales reported to the Department.

Regardiess, PAM arguesthat itsinability to report two thirds of its home market sales does not warrant
an AFA finding. First, PAM arguesthat the AG.E.A. sdles are outside the ordinary course of trade.
According to PAM, the Department reviewed these sales at verification and noted that these sdles were
to a customer who sold to AG.E.A. PAM further claims that the packing for these sales contains a
labdl indicating the pasta was not for commercia sde. See the Department’s Verification of PAM’s
Sdes Questionnaire, dated July 28, 2003 (“PAM’s Sdes Verification Report”) a 18 and Verification
Exhibit 15. PAM clamsthat its other sales were to entities that subsequently resold the pasta either
directly to consumers who purchased it retail or to middiemen who sold it to other customers. The
AG.EA. saleshy contrast, did not permit the customer to sell the pasta to consumers, and was
ddivered to a government agency responsible for distribution of goods to charities. Because these
AG.E.A. sdleswere outside the ordinary course of trade, they would not have been included in the
margin caculation.

PAM claimstheat the only red error in dl of PAM’s submissionsis the absence of the FP sdleswhich
were inadvertently omitted in the home market databases as result of a coding error made by a
consultant. PAM does not contest the seriousness of this omission, but questions whether the
gpplication of AFA for this error is warranted.

Finaly, PAM argues that the court Sates that a respondent showing extenuating circumstances may
override an inference that afailure to provide information congtituted afailure to act to the best of its
ability. See Accial Specidi Terni v. United States, 142 F. Supp. 2d 969, 993 (CIT 2001) (“Accia
Specidi Teani”). Inthiscase, PAM suffered extenuating circumstancesin that the AG.EA. sdleswere
outside the norma course of trade, the FP sdes were omitted as aresult of a programming error, and
prior counsd failed to prepare PAM for verification. Therefore, for the fina results, PAM arguesthet if
the Department is to apply facts available, it should not use adverse facts available.

Petitioners disagree with PAM and argue that the Department isjudtified in relying on AFA for these
find results. First, PAM can not apportion blame for the acknowledged deficiencies in its responses on
its previous counsd, its software house, or its consultants, because the law does not recognize any
digtinction among these parties. 1t is PAM that ultimately certifies and is responsible for the accuracy
and completeness of its submissions. See 19 CFR 351.303(g)(1). Further, there is no requirement that
companies hire counsel, and respondents often participate on apro se bass. Petitioners argue that the
Department should not attempt to make judgment calls regarding responsibility for errors by an
interested party and its representatives, because it is PAM that is ultimately responsible for its data and
submissons.
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Petitioners aso argue that PAM’s comments regarding its failure to report two-thirds of its home
market sales are no reason for the Department to reconsider its use of AFA. Petitioners date that
neither excuse provided by PAM, i.e., that the unreported AG.E.A. sdles are outside the ordinary
course of trade because these sdleswere not for commercid sde and itsfalure to report its FP sdes
was aresult of acoding error made by its consultant, provides any reason for the Department to
reconsder itsfinding of AFA. According to petitioners, the Department noted that the respondents are
required to report al home market sales, including sales made outside the ordinary course of trade.

See Prdiminary Results, 68 FR 47020, 47026. At verification, company officials stated that they
thought these sdles were outside the ordinary course of trade, and so intentiondly excluded these sales.
Id. Thefailureto report these sales precludes any legd andysis of the conditions of these sales, and
whether they ultimately would be found to be outside the ordinary course of trade, because afull factua
record on which to base such determination islacking. Findly, petitioners sate that dthough PAM
acknowledgesiits falure to report its externd sdes, it attributes blame to its consultant or prior attorney.
Petitioners argue that acceptance of such claim would permit any respondent that fails verification the
luxury of firing its counsd to direct culpability away from the company. Furthermore, petitioners point
out that PAM certified the accuracy and completeness of its responses. Thus, petitioners assert that
any attempt to shift blame to PAM’ s representatives should be dismissed.

Petitioners further argue that PAM’ s citation of the Acciai Specidi Terni case does not support PAM’s
clamof extenuating circumstances. In Acciai Specidi Terni, the Department relied on AFA for
unreported U.S. sdlesthat the respondent failed to provide until afew days prior to verification, finding
that respondent’ s submission after the relevant deadline supported the conclusion that the respondent
failed to act to the best of its ability. The court upheld the Department’ s use of AFA, rgecting
respondent’s claim that the sdles were “inadvertently” left out of its U.S. sdles database, and asserting
that the respondent never claimed that it was somehow unable to report the requested sales. Likewise,
petitioners argue that PAM has not asserted that it was unable to report the requested sales. See
Prdiminary Results, 68 FR at 47026. Thus, PAM’ sfailure to include these sales, whether intentional or
inadvertent, supports the Department’ s resort to an AFA finding.

Finaly, petitioners argue that the Federa Circuit recently addressed the issue of AFA. See Nippon
Stedl Corporation v. United States, 337 F.3d 1373, 1379-1384 (Fed. Cir. Aug. 8, 2003) (“Nippon
Steel”). According to petitioners, Nippon Stedl requires the Department to resort to AFA when
information that has been sought by the Department has not been provided and the respondent “has
failed to cooperate by not acting to the best of its ability to comply with the request of information.”
Nippon Stedl, 337 F.3d at 1380; see ds0 19 U.S.C. 1677e(b). Inthis case, petitioners argue that the
Department has objectively demonsgtrated that full home market sales dataiis required; that PAM failed
to provide that information, and has made the subjective determination that PAM failed to cooperate to
the best of its ability in not reporting the full universe of home market sdes. As such, the Department’s
use of an adverse inference, pursuant to 19 U.S.C. 1677¢(b) is proper, and the Department has
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satisfied the only conditions precedent to use of AFA, asrequired by the Federa Circuit. Therefore,
petitioners contend that the Department should continue to gpply AFA for these final results.

Department’s Position: Asan initid matter, PAM is respongble for certifying the accuracy of dl
submissions filed with the Department. As stated in the Department’ s regulations, a representative of
the company participating in areview or investigation must certify that he/she has read the attached
submission, and that to the best of their knowledge, the information contained in the submissonis
complete and accurate. See 19 CFR 351.303(g)(1). Inthisreview PAM certified the accuracy of al
submissons. See PAM’s Questionnaire Response; see dso, PAM’ s Response to the Department’s
Supplementa Questionnaire, dated March 17, 2003. Thus, PAM cannot blame the acknowledged
deficiencies in its responses on previous counsd, its software house, or its consultants, because PAM
certified the accuracy of these submissions. Further, once counsdl has entered an appearance on behalf
of acompany, with the exception of certifying the accuracy of information contained in aparty’s
submission (which provision recognizes that counsel’ s knowledge may not be based upon first hand
knowledge but rather on information made available to counsd), our regulations do not recognize a
digtinction between counsd and itsdlient. See 19 CFR 351.303(g)(1) & (2). Findly, PAM
participated in at least two previous reviews and was aware of the requirements associated with
reporting its responses to the Department. See Padta from Italy 4™ Review; see also, Pagtafrom Itay
3rd Review.

The Department agrees with petitioners that we should not reconsider our findings of verification failure.
On May 2, 2003, the Department issued a verification outline for PAM. In the verification outline, the
Department requested that PAM prepare specific worksheets and have available certain records which
the verifiersintended to use to ensure that PAM properly reported al of its home market saes of
subject merchandise. See PAM’ s Verification Outline, dated May 2, 2003 (“*PAM’s Verification
Outline’). In the verification outline the Department specificaly informed PAM that:

(The) verification is not intended to be an opportunity for submisson of new factud information.
New information will be accepted at verification only when: (1) the need for that information
was not evident previoudy; (2) the information makes minor corrections to informetion aready
on the record; or (3) the information corroborates, supports, or clarifies information aready on
the record.

See PAM's Veification Outline at 1.

At verification, the Department discovered that PAM failed to report two-thirds of its home market
sales, the AG.EA. and FP sdles. See PAM’s Sdles Veification Report at 1. We disagree with PAM
that the reporting of the AG.E.A. sales was unnecessary because they were outside the ordinary course
of trade. PAM’sfailureto report these salesis contrary to the explicit ingtructions set forth in the initia
guestionnaire sent to PAM.  See the Generd Ingtructions to the Department’ s August 29, 2003
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Antidumping Duty Questionnaire a page G-7, number 13 (“Y ou must report al sdes, induding those
sdes which you believe are outsde the ordinary course of trade. If you claim that some sdesare
outside the ordinary course of trade, you should then identify those sales. Y ou must include a complete
explanation in your narrative why you consider those sdles to be outside the ordinary course of trade.”)
(emphasis added). See dso Prdiminary Results, 68 FR 47020, 47026. PAM’sfailureto report the
AG.EA. sdles precludes any andysis of the nature and conditions of these sdes, and whether they
ultimately would be found to be outside the ordinary course of trade because a full factud record on
which to base such adetermination is lacking. Further, we disagree with PAM that its failure to report
its FP sales should be disregarded because of a coding error made by its prior counsdl or consultant.
As mentioned above, it isPAM that ultimately bears the burden of ensuring the accuracy of its
submissions.

Wedso find that PAM’ s citation of Accial Specidi Terni does not support PAM’ s claim of extenuating
circumstances which would override our determination that PAM failed to act to the best of its ability.
In Accia Specidi Terni, the Department applied AFA to unreported U.S. sales that the respondent had
failed to provide until afew days prior to verification. The court upheld the Department’ s decision,
rejecting respondent’ s claim that the sales were “inadvertently” left out of its U.S. sales database, and
asserting that the respondent never claimed that it was somehow unable to report the requested sales.
Similarly, PAM has never asserted that it was unable to report the requested sdes, and in fact, we
discovered at verification that PAM could have reported these sales. See Prdiminary Reaults, 68 FR
47020, 47026.

Finaly, as mentioned above, the Federd Circuit recently addressed the issue of AFA. See Nippon
Stedl. Ininterpreting section 776(b) of the Act, the Federd Circuit held that “the statutory mandate that
arespondent act to ‘the best of its ability’ requires the respondent to do the maximum it is able to do.”
Nippon Stedl, 337 F.3d at 1382.

Compliance with the *best of its ability’ standard is determined by assessng whether
repondent has put forth its maximum effort to provide Commerce with full and
complete answersto dl inquiriesin an investigation. While the standard does not
require perfection and recognizes that mistakes sometimes occur, it does not condone
inattentiveness, carelessness or inadequate record keeping. It assumes that importers
are familiar with the rules and regulations that apply to the import activities undertaken
and requires that importers, to avoid arisk of an adverse inference determination in
responding to Commerce sinquiries. (a) take reasonable steps to kegp and maintain
full and complete records documenting the information that a reasonable importer
should anticipate being caled upon to produce; (b) have familiarity with al of the
recordsit maintains in its possession, custody, or control; and ©) conduct prompt,
careful, and comprehendve investigation of al relevant records thet refer or relate to the
imports in question to the full extent of the importers' ahility to do so.
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To conclude that an importer has not cooperated to the best of its ability and to draw
an adverse inference under section 1677e(b), Commerce need only make two
showings. Fird, it must make an objective showing that a reasonable and responsible
importer would have known that the requested information was required to be kept and
maintained under the gpplicable gatutes, rules, and regulations. (citation omitted).
Second, Commerce must then make a subjective showing that the respondent under
investigation not only has failed to promptly produce the requested information, but
further that the failure to fully respond is the result of the respondent’s lack of
cooperation in @ther: () falling to keep and maintain dl required records, or (b) failing
to put forth its maximum efforts to investigate and obtain the requested information from
its records.

Id.

There can be no doubt but that reasonable and responsible importers are aware that retention of full
and complete home market sales datais required by the statute and the regulations. Full home market
sales data are required because the Department’ s antidumping andysis is based fundamentally on an
evauation of arespondent’s home market and U.S. sdlling practices. Thus, complete and accurate
reporting of home market salesis central to determining accurate dumping margins. See Preiminary
Results, 68 FR 47020, 47025.

As noted above, the Department discovered at verification that PAM had failed to report
approximately two-thirds of its home market sdles. We determine that PAM has not acted to the best
of its ability in faling to report gpproximately two-thirds of its home market sdlesin thisreview,
because, (1) the Department issued clear ingructions requiring thisinformation initsinitid questionnaire;
(2) PAM had the opportunity to provide the information in responding to two supplementa
questionnaires, dl of the deadlines of which were extended at PAM’ s request by the Department; (3)
the Department had instructed PAM to report dl sdes, including those claimed to be outside the
ordinary course of trade, and (4) PAM has successfully participated in previous reviews. Additiondly,
the fact that the Department was readily able to obtain generd information regarding the existence of
such sales a verification supports our determination that PAM did not act to the best of its ability in
reporting its home market sdles. Given the significant omisson from its home market detabase, we
determine that PAM failed to put forth its maximum efforts to investigate and obtain the requested
information from itsrecords. As such, the Department’ s use of an adverse inference, pursuant to
section 776(b) of the Act, is proper. Therefore, for these find results, the Department will continue to
apply AFA with respect to PAM.
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Comment 11: The Reasonableness of the AFA Rate Applied by the Department

PAM argues that even if the Department’ s selection of AFA with regard to PAM was correct, the
margin selected by the Department is unlawful becauseit is uncorroborated and not reasonably related
to PAM’s current Situation. First, PAM gates that the Department relies on World Finer Foods, Inc.
v. United States, 120 F. Supp. 2d 1131, 1134, (CIT November 3, 2000) (“World Finer Foods 2"), to
support its selection of a45.49 percent AFA margin. Although the court upheld this rate, the time has
long passed since the Department could lawfully sdlect the highest rate from a previous review and
apply it to agiven respondent. According to PAM, the court in World Finer Foods Inc v. United
Sates, No. 99-03-00138, dlip op. 2000-72 (CIT June 26, 2000) (“World Finer Foods 1) required
the Department to conduct a thorough andysis of the information on the record before selecting itsrate.
Spedificdly, in World Finer Foods 2, the court reviewed the remand result of the application of AFA
for the respondent, Barilla. On remand in World Finer Foods 1, the Department had calculated three
margins for Barilla, 39.63 percent, 60.09 percent, and 63.36 percent, and the Department applied, as
AFA, the highest of these margins. The court disagreed, and required the Department to use the
average of these three rates, 45.49 percent (the current AFA rate). See World Finer Foods 2, 120 F.
Supp at 1132. In support of its decision, the court stated that the Department shall determine amargin
that, although adverse, bears some rationd relationship to the current level of dumping in the industry.
See World Finer Foods 2, at 120 F. Supp a 1132. PAM argues that the Department should continue
to use thisanalyss for these fina results by reviewing informeation aready on the record and select a
rate that is more reasonable to the current situation. Specifically, PAM notes that it has never been a

high margin exporter in the past. See Pagtafrom Itay 4" Review; see aso, Pastafrom Italy 3rd
Review.

Finaly, PAM arguesthat if the Department is going to apply afacts available rate, adverse or nat, it
should use the databases aready submitted on the record. According to PAM, the Department has
aready verified the accuracy of the U.S. sdes database. See PAM’s Sdles Verification Report at 24.
In addition, PAM’ s COP databases have been through a full scrutiny and the Department €l ected not
to conduct a verification. There are no suggestions that PAM’ s COP databases are flawed. Regarding
the home market sales, the Department could use the databases on the record and make adjustments
for errors discovered at verification. Therefore, if the Department isto gpply afacts available rate with
respect to PAM, the Department should use information aready on the record to caculate amargin
which would be more redigtic than 45.49 percent.

Petitioners disagree with PAM and argue that the Department should not use any of PAM’s data on the
record to congtruct an AFA margin. Specificaly, petitioners take issue with PAM’s claim that World
Finer Foods 2 requires the Department to recdculate an AFA margin for PAM because the AFA
margin of 45.49 percent rateis not rationdly related to PAM. Fird, petitioners state that thereisno
way the Department can construct an AFA margin using PAM’ s databases because the databases do
not take into account fully two-thirds of PAM’s home market sdes. Thus, there is no way to establish
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norma value usng PAM’s data, as sdes indicative of higher margins may be the very saes that were
not reported. Moreover, the inability to conduct a cost test means that bel ow-cost sales cannot be
removed from the few home market saes reported.

Petitioners a so disagree with PAM regarding the rlevance of PAM not being a high margin exporter.
According to petitioners, even PAM recognizes that each review segment stands on its own. Further,
PAM'’ s previous margin provides no indication of what its current, caculated margin would be had it
fully cooperated. Therefore, the Department should continue to rely on an AFA rate of 45.49 percent
for PAM for these find results.

Department’ s Position:  Section 776©) of the Act provides that when the Department selects from
among the facts otherwise available and relies on “ secondary information,” the Department shdl, to the
extent practicable, corroborate that information from independent sources reasonably at the
Department’ sdisposal. The Statement of Administrative Action (“SAA”) dates that to corroborate
secondary information, the Department will, to the extent practicable, examine the reliability and
relevance of the information to be used. However, unlike other types of information, such asinput
cogts or seling expenses, there are no independent sources for calculated dumping margins. The only
source for marginsis adminidrative determinations. Thus, in an adminigrative review, if the Department
chooses astotal AFA calculated dumping margin from a prior segment of the proceeding, it is not to
question the reliability of the margin for that time period. See Grain-Oriented Electrica Stedl from
ltdy: Preliminary Results of Antidumping Duty Adminidrative Review, 61 FR 36551, 36552 (July 11,
1996). With respect to the relevance aspect of corroboration, however, the Department will consider
information reasonably &t its digposa to determine whether amargin continues to have relevance.
Where circumstances indicate that the selected margin is not gppropriate as AFA, the Department will
disregard that margin and determine an gppropriate margin.

In assigning an AFA rate in an adminigtrative review, the Department’ s practice is to use the highest
rate given to any respondent in any segment of the proceeding. See eg. Find Results of Antidumping
Duty Adminidrative Review: Brass Sheet and Strip from Germany, 64 FR 43342 (August 10, 1999).
After the litigation relating to the first adminidtrative review, the highest rate given to a respondent in this
proceeding is the 71.49 percent rate assigned to Pagani. The court did not address the appropriateness
of this rate for Pagani because Pagani did not chalenge the Department with respect to those find
results. The only other company to receive afacts available rate was De Cecco in the less than fair
value (“LTFV”) investigation. For De Cecco, we chose asmple average of the margins calculated in
the petition, which ranged from 21.85 percent to 71.49 percent, as adjusted by the Department: 46.67
percent. See Notice of Preliminary Determination of Sdes at Less Than Fair Vaue and Posponement
of Find Determination: Certain Pagtafrom Itay, 61 FR 1344, 1345 (January 19, 1996). De Cecco
filed suit and the Federd Circuit affirmed the CIT’ s rgjection of the 46.67 percent rate as * discredited
and uncorroborated” on the record of the LTFV investigation. See E.lli De Cecco Di Filippo Fara S.
Martino Sp.A. v. the United States, 216 F. Supp.3d 1027, 1032-33 (Fed. Cir. June 16, 2000).
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In World Finer Foods 1, the court rejected the 71.49 percent rate with respect the Arrighi and Barilla,
and the court required the Department to conduct a thorough analyss of the information available. In
World Finer Foods 2, the CIT examined the three rates cal culated for Barilla, 39.63 percent, 60.09
percent, and 63.36 percent, and the average of these three rates, 45.49 percent, that the Department
proposed using as AFA. The court posed the question of whether the 45.49 percent rate assigned to
Barillawas properly corroborated so that it bore some rationa relationship to the probability of
dumping. See World Finer Foods 2, at 9; see dso, World Finer Foods 1, at 9. The court was aware
of the sdf-sdlective nature of reviews for companies with low rates and of the fdling average-unit vaues
from the investigation to the first review, and in upholding the Department, considered that these factors
were taken into account by the 45.49 percent rate. See World Finer Foods 2, a 8-9. Thisrate was
subsequently assessed againgt Barillain the fourth adminigtrative review as a consequence of Barilla's
fallure to respond to the Department’ s questionnaire.

Although we prefer to use the highest rate given to a company in the course of the proceeding as the
bassfor an AFA rate, we are cognizant of the lega history of this case and the court’ s rgjection of the
71.49 percent rate with respect to Arrighi and Barilla and the 46.67 percent rate with respect to De
Cecco. The 45.49 percent rate assigned to Barilladuring the first and fourth administrative reviewsis
the highest rate upheld by the court. See Pagtafrom Italy 4™ Review.

Aswe noted in the Prliminary Results, 68 FR at 47027, the Department previousy has disregarded
the highest margin in a case as best information available (the predecessor to facts available) where the
highest margin was based on another company’ s uncharacteristic business expense which resulted in a
high margin. See Fresh Cut Howers from Mexico: Find Reaults of Antidumping Adminigtrative
Review, 61 FR 6812 (February 22, 1996). The Department aso does not apply amargin that has
been discredited. SeeD & L Supply Co. v. United States, 113 F.3d 1220, 1221 (Fed. Cir. 1997)
(the Department will not use amargin that has been judicidly invdidated); see dso, Borden Inc. v.
United States, 4 F Supp. 2d 1221, 1246-48 (CIT 1998) (the Department may not use an
uncorroborated petition margin that is high when compared to caculated margins for the period of
review). None of these unusua circumstances are present in this case. Accordingly, for PAM we have
resorted to AFA and have used the highest margin (45.49 percent) upheld in this proceeding as the
margin for these find results because there is no evidence on the record indicating that such amarginis
not appropriate as AFA.

In considering the appropriateness of the 45.49 percent rate as an AFA rate for PAM in the current
adminigrative review, we must consider whether the rate has probative value, i.e., isrdevant and
riable. We are mindful that the 45.49 percent rate is based upon data from the first and fourth
adminigrative reviews. However, we do not consder data from the fourth administrative review to be
S0 outdated as to warrant rgjecting said data because only afew years have passed between the fourth
adminigtrative review and this review. See Pagtafrom Italy 4" Review. Moreover, in the current
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review, we have found individua sales transactions of other respondents during the POR at or above
45.49 percent. See company-specific fina caculation memoranda, on fileinthe CRU. Thus, it is
reasonable to conclude that the 45.49 percent rate is dtill relevant to the level of dumping during the
POR.

Section 782(e) of the Act provides that the Department should not decline to consider information
submitted by an interested party that is necessary to the determination but does not meet dl of the
applicable requirementsiif, the information is submitted by the deadline, it can be verified, it isnot so
incomplete that it cannot serve as areiable basis for reaching the applicable determination, the
interested party has demondirated thet it acted to the best of its ability and the information can be used
without undue difficulty.

As discussed above, PAM’ sfailure to report two-thirds of its home market sales renders its home
market database unusable. Moreover, with respect to the limited number of home market saes that
PAM did report, we agree with petitioners that the Department cannot construct an AFA or FA margin
using PAM’s home market database as submitted on the record. PAM reported only one-third of its
home market sales, such that the databases on the record do not take into account fully two-thirds of
PAM’s home market sdles. See PAM’s Sdes Verification Report at 3. Therefore, the Department’s
ability to cdculate amargin using the data reported by PAM has been severely compromised. Such a
smal sample may not provide a reasonable approximation of PAM’ s actud sades practice in the home
market. Not only may these sales not be representative, but any allocated expenses calculated by
PAM for these sdes are incorrect, because alocated expenses are calculated by dividing the total
expenditure on a particular item by tota sdes. AsPAM’stota sdesfigureisincorrect, al of PAM’s
alocated expenses, including expenses such as direct and indirect saling expenses, in the home market
are sgnificantly overdated. Thereis adso the possihility that sdesindicative of ahigher margin may be
the very salesthat were not reported. Finaly, the Department discovered at verification that PAM
failed to support portions of the control numbers for its home market. Therefore, it would be unduly
difficult to establish anormd vaue usng PAM’s home market data

With respect to PAM’ s contention that the Department should useits U.S. database, the Department
discovered at verification that PAM failed to support portions of the control numbers necessary for
matching purposes and failed to report a number of expenses (e.g., DBROKU, ADVERTU) correctly
inthe U.S. market. See PAM’s Sdles Veification Report a 3. These errorsin reporting in
combination with PAM’ sfailure to report two-thirds of its home market database have resulted in the
Department’ s inability to use PAM’s U.S. database without undue difficulty. Although we recognize
that certain minor data deficiencies may be the norm in antidumping cases, the absence of two-thirds of
the home market data, combined with errorsin the U.S. data exceed the norm. In light of the
interrelationship between dementsin adumping analyss, and the degree of difficulty that would be
incurred to use PAM’s U.S. database to caculate a dumping margin in accordance with the atute, the
Department is not usng PAM’ s databases to congtruct a margin.
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Further, there is no relevance to PAM’ s claming not to be a high margin exporter in establishing an
AFA rate because each review stands on itsown. PAM’s previous margins* provide no indication of
what its current calculated margin would be had it fully cooperated. Lacking two-thirds of PAM’s
home market sdes makes it difficult not only to determine its NV but what its saling practices werein
this POR.

Pagani
Comment 12: Revocation

Petitioners agree with the Department’ s preliminary determination that Pagani has not shipped
commercid quantities of subject merchandise in the past three review periods. They Sate that this
determination is supported by the lack of sales quantities during the fourth and fifth reviews of this
order. Furthermore, they state that the Department correctly determined, in the Prdliminary Results of
this proceeding, that Pagani did not make slesin commercid quantities during the fourth and fifth
review periods, and that those sales do not provide any meaningful information concerning Pagani's
norma commercia practice.

Petitioners aso note that because the Department affirmatively found that Pagani circumvented the
antidumping duty order, pecificaly in the fourth review period, the Department should not consider
Pagani’ s zero margin during that review period for purposes of revocation. See Anti-Circumvention
Inquiry of the Antidumping and Countervailing Duty Orders on Certain Pagta From Italy: Affirmetive
Find Determinations of Circumventions of the Antidumping and Countervailing Duty Orders, 68 FR
54888 (September 19, 2003). They clam further, that it would be patently unfair for the Department
to credit Pagani for a period when Pagani was actively circumventing the order.

Finaly, petitioners urge the Department to inform Pagani that if it wants to be considered for
revocation, it, inter dia, must sell subject merchandise at not less than NV in the United States for a
least three consecutive years, beginning with the seventh adminigrative review period.

Pagani states that petitioners appear to agree that Pagani exported commercia quantities of subject
pastato the United Statesin the sixth adminidtrative review. Pagani basesits argument on the fact that
petitioners sated that Pagani did not make sales to the United States in commercid quantities during the
fourth and fifth adminidrative reviews, but failed to assart that sdes during the sixth adminigrative
review were insufficient to conditute acommercid quantity. However, Pagani disagrees with
petitioners that Pagani was circumventing the order. It argues that petitioners provide no support for
their assertion. Finally, Pagani contests petitioners assertion that for Pagani to be considered for

4 In Pastafrom Italy 3rd Review, PAM received an antidumping rate of 5.04 percent and in Pastafrom ltaly
4" Review, it received arate of 4.10 percent.
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revocation it must sdll subject merchandise in commercid quantities starting with the seventh review
period. They argue that such argument is without foundation and the Department would be in error if it
acceded to petitioners' request.

Department’s Position: In the Prliminary Results, the Department determined not to revoke the
antidumping order with respect to Pagani for the reasons specified therein. See Prdiminary Results, 68
FR 47030. Wefind no evidence to contradict our findings in the Preiminary Results, and therefore,

our decision not to revoke the order with respect to Pagani has not changed. Furthermore, parties
comments concerning the seventh review do not gpply to this segment of the proceeding and, thus, have
not been addressad in this memorandum.

Rummo
Comment 13: Treatment of Rummo USA’s Customer’ s Notes Receaivable as a Rebate

Petitioners dlege that the record lacks sufficient information to andyze the status of a notes receivable
from one of Rummo USA’s customers, which was listed on Rummo USA’sfinancia statement.
Petitioners clam that athough the Department requested information on this outstanding asset and
reviewed it during verification, neither Rummo nor the Department fully described the transactions
affecting the outstanding baance of the loan. Petitioners further assert that Rummo has withheld
pertinent information. They dlege that the Department should consider any repayment of the principa
of thisloan as arebate and dlocate the amount of the repayment to al sdes made during the POR from
the customer.

Rummo disagrees with petitioners claim that Rummo USA’s customer’ s repayment of its loan to
Rummo USA congtitutes a rebate on sales to a customer of subject pasta during the POR. Specificaly,
Rummo observes that the terms of the promissory note require that the principa of the loan be repaid in
monthly ingtalments and that it must be repaid until the loan isretired. Rummo disagrees with certain
terminology that the Department used in its verification report where it discussed the change in value of
the loan. In addition, Rummo disagrees with petitioners assartion that Rummo did not provide the
requested information to the Department. Rummo contends that it did, in fact, answer the
Department’ s supplemental and verification questions regarding thisloan. Furthermore, Rummo tekes
issue with petitioners attempt to tie the loan to certain purchases of subject pasta. Rummo states that
there is no record evidence to tie the value change to either: purchases of any product, purchases of
non-bulk pasta, purchases of non-bulk pasta sold in the United States, or purchases of bulk pasta sold
in the United States, during the POR. Rather, it claims that record evidence demongtrates that the loan
was provided in 1998 and shows no link between the customer and its purchase of subject pasta during
this review.
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Lastly, Rummo disagrees with petitioners' recommendation of treating the value change as arebate,
dating that petitioners have not cited any precedent which judtifies treeting such an activity as arebate.
Rummo emphasizes that the Department, as described in the standard antidumping questionnaire, treats
rebates as direct adjustments to sdes and that a change in the value of aloan is not arefund of monies
paid, a credit againgt monies due on future purchases, or a conveyance of an item of vaue by the seller
to the buyer. Rummo claims that the repayment of the loan is not a rebate and therefore should not be
treated as one for these fina results.

Department’s Position: We disagree with petitioners alegation that the record does not contain
sufficient evidence to analyze the loan held by Rummo USA’s customer. As Rummo noted, the record
contains the terms of the promissory note as well as Rummo’ s response to the Department’s
supplementa questions regarding the promissory note. Based on our andysis of thisinformation, and
absent evidence in support of petitioners conclusion that we should alocate as a rebate the amount of
the notes receivable, we agree with Rummo’ s rebuttal argument that the loan should not be treeted as a
rebate. Therefore, we have not changed our decison and continue to treet the value change of the
notes receivable as aloan.

Comment 14: Reimbursement of Antidumping Duties

Petitioners dlege that Rummo reimbursed a U.S. customer for antidumping duties. Petitioners refer to
the Priminary Results where under 19 CFR 351.402(f)(2), importers mugt file a certificate regarding
the reimbursement of antidumping duties prior to liquidation of the relevant entries during the POR and
that failure to comply with this requirement could result in the assessment of double antidumping duties.
Petitioners assart that neither Rummo nor this U.S. customer filed such a certificate. Furthermore,
petitioners clam that Rummo’ s questionnaire response and statements made at verification indicate that
Rummo made paymentsto aU.S. customer that congtitute reimbursement of antidumping duties.
Specificaly, petitioners reference a notes receivable from this U.S. customer on which petitioners clam
Rummo USA gpplied antidumping duty refunds to the loan principd. Petitioners state that Rummo
should have explained the basis for the loan made to the U.S. customer, and that neither Rummo nor its
U.S. customer filed a certificate of antidumping duty reimbursement as required under section
351.402(f) of the Department’ s regulations. Petitioners urge the Department to penalize Rummo for
failing to comply with 19 CFR 351.402(f).

Rummo disagrees with petitioners dlegation that it reimbursed antidumping duties to one of Rummo
USA’s cusomers. Rummo explains that the customer holding the outstanding loan to Rummo USA did
not act as the importer of record for any sales from Rummo S,p.A. during the POR. Rummo aso
clamsthat any violation under 19 CFR 351.402(f) would occur if the customer recelved
reimbursement for antidumping duties and was the importer of record; Rummo firmly satesthat thisis
not the case. Furthermore, Rummo contends that Rummo reported Rummo USA as the importer of
record for every sdein the U.S. sales database, and that 19 CFR 351.402(f) is not applicable to



-26-

petitioners alegation as Rummo USA'’s customer was not the importer of record. In addition, Rummo
explains that the promissory note does not discuss the payment of antidumping duties on behdf of the
customer or the reimbursement of antidumping duties to the customer, as petitioners have aleged.
Further, Rummo notes that in caculating EP or CEP, the Department is to deduct the amount of any
antidumping duty as the exporter, Rummo, paid directly on behdf of the importer, Rummo USA, or
reimbursed the importer, Rummo USA, and not the customer, which petitioners have aleged.
Therefore, Rummo concludes that no payments made to Rummo U.S.A.’s customer could be
consdered as areimbursement of antidumping duties.

Department’s Position: We disagree with petitioners alegation that Rummo's U.S. customer failed
to filed a certificate regarding the rembursement of antidumping duties, pursuant to 19 CFR
351.402(f)(2), and thus should be pendized. 19 CFR 351.402(f)(2) tates, in pertinent part, that “the
importer must file a certificate’ prior to liquidation of entries. We find that Rummo USA was the
importer of record for al saes made to the United States during the POR. The activity between
Rummo USA and its customer is not the subject of the certification criteria set forth under 19 CFR
351.402(f). Furthermore, these entries have not yet been liquidated. As such, even were weto find
that a certificate is required, the time for filing such a certificate has not expired. Thus, the Department
will not presume that Rummo paid or reimbursed the antidumping duties, as ated in 19 CFR
351.402(f)(3).

Comment 15: Error in the Home Market Credit Expense Cdculations

Petitioners alege that the Department incorrectly caculated the home market credit expenses
(“CREDITH") for sdesin which Rummo had not yet received payments. Specificaly, petitioners clam
that the Department misplaced a closing parentheses, and thus the caculation did not properly caculate
the date which would have been multiplied by the interest rate.  Furthermore, petitioners claim that this
error resulted in an unredigticaly long credit period and an enormous credit expense for the affected
home market sdles. In addition, this error generated negative net home market prices. Therefore,
petitioners assert that the Department should correct this error.

Rummo did not comment of thisissue.

Department’s Position:  The Department agrees with petitioners' alegeation that there was an error in
cdculating the CREDITH for certain sdlesin the prdiminary margin cdculaion. Therefore, we are
correcting this error for the find margin cdculatiions. See Rummo's Find Caculation Memorandum,

dated February 3, 2004, which ison filein the CRU (“Rummo’s Final Cdculation Memorandum”).

Comment 16: Inconsgstenciesin Rummo’'s Reporting of Certain Sdes of Subject Merchandise
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Petitioners alege that the Department excluded saes of pasta made by other manufacturers from the
preliminary margin andyss, while not relying on Rummo’ s reported costs for purchased pagtain the
cost test. Petitioners note that the Department included certain sales of a pecific control number in the
preliminary margin andyss which did not have the respective COP. Petitioners clam that Rummo
failed to report the COP data. Petitioners assert that the inconsstency of this data resulted in dl of the
particular pasta control number (*CONNUM”) products passing the COP test. Petitioners urge the
Department to resort to partid facts available in regards to al pasta sales with the specified

CONNUM, and to exclude al sales under this control number, as these sales were below the COP or
because these sales were produced by other Italian pasta manufacturers.

Rummo disagrees with petitioners assertion that the Department should apply partia facts avallable to
certain sales of subject merchandise that were below COP or were produced by other Italian pasta
manufacturers. Rummo claims that dl home market sdes of the specific CONNUM were sdes of
pasta produced by other Italian pasta manufacturers. Rummo assertsthat it did not fail to report
Rummo’s COP for these sdles, as dleged by petitioners. In addition, Rummo points out that the
information submitted to the Department regarding Rummo’s COP was fully verified. Rummo does
agree with petitioners that for the fina results, the Department should exclude home market sales of the
specified control number from the margin analyss.

Department’s Position:  The Department agrees with both petitioners and respondents that we should
exclude al sdes under the specific CONNUM in question from the find margin program. However,
we disagree with petitioners that the use of partid facts available iswarranted. Rummo did not meet
any of the requirements necessary to invoke the use of facts available, as outlined in section 776(a) of
the Act. Specificaly, Rummo did not withhold any information from the Department, fail to provide
such information by the deedline, significantly impede this proceeding, or provide information that could
not be verified. Furthermore, the Department confirmed during verification that the CONNUM in
guestion was produced by another manufacturer. As aresult, the Department should have employed
its practice of excluding pasta produced by other manufacturers when performing the margin
cdculations. For thefind results, we will adjust the margin program to exclude this CONNUM. See
Rummo’s Find Cdculation Memorandum.

Comment 17: Exclusion of Political Contributions from G& A Expense Ratio

In the Prliminary Results of this review, Rummo argues that the Department erroneoudy included
political contributionsin the numerator of the G& A expenseratio. Referring to section 782(d) of the
Act, as amended, Rummo asserts that the Department failed to retrieve sufficient information about this
expense ether through questionnaire responses or verification seps. Rummo questions why the
Department excluded taxes from previous financid years, an extraordinary cogt, from the G& A
expense ratio but included palitica contributions. For the find results, Rummo dates thet the
Department should exclude palitical contributions from the numerator in the G& A expenseratio
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because the Department failed to provide adequate judtification as to why it was appropriate to include
this cost.

Petitioners assert that Rummo’s argument should be rgjected for three reasons. First, petitioners Sate
that section 782(d) of the Act relates to notices of deficienciesin responses where the Department may
resort to facts available. Petitioners explain that the Department smply reca culated Rummo’'s G& A
expense ratio and did not rely on facts available. Second, petitioners note that Rummo failed to present
aviable argument why politica contributions should be excluded from the G& A expenseratio. Third,
petitioners argue that it is common for companies to make donations or contributions as part of their
generd operations. Moreover, these contributions are not unusud in nature or infrequent in occurrence.
Therefore, petitioners clam that the Department correctly classified palitica contributions as a generd
operating expense which should beincluded in G& A expense.

Department’s Position:  Although Rummo improperly excluded palitica contributions from reported
costs, because the Department was in possession of the relevant information, the Department was able
to remedy the reporting error without requesting that Rummo re-submit its response.

In addition, the Department’ s decision to exclude taxes from the previous financid yearsis not relevant
in determining whether political contributions relate to the generd operations of a company.
Contributions, whether political or otherwise, are a genera expense of acompany. Contributions are a
part of the overdl administrative operations of a company and are atributable to al production. See
Notice of Find Determination of Sdes at Less Than Fair Vaue: Stainless Sted Sheet and Strip in Coils
from France, 64 FR 30820 (June 8, 1999) (Comment 22). Therefore, for the find results, we will
continue to include the contributions in the numerator of the G& A expenseratio.

Tomasello
Comment 18: Incorrect Denominator Used in Cdculation of U.S. Credit Expense

Tomasdllo tates that the Department made aclerical error by dividing Tomasdlo's reported interest
rate by 36 instead of 360 when recalculating the imputed credit expense for U.S. sdes.

Petitioners did not comment on thisissue.

Department’s Position: We agree with the Tomasdlo. Accordingly, we will correct the error in the
find margin program. See Tomasdllo's Final Calculation Memorandum, dated February 3, 2004 which
isonfileinthe CRU (“Tomasdlo' s Find Cdculation Memorandum”).

Comment 19: Caculation of Packing Costs for Home Market Net Prices
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Tomasdlo states that the Department reca culated Tomasdllo' s reported packing to include additiona
film and carton costs, but did not adjust home market net pricesto reflect those additional costs.
Tomasdllo tates that because packing is deducted in the calculation in lines 144 and 150 of the
Depatment’s Preliminary Margin Caculation SASlog (“Tomasdlo’'s SAS|og”), the additiona packing
costs caculated by the Department must also be deducted. Tomasdllo sates that the Department
gpparently attempted to adjust for the additiona packing costs, as evidenced by the cdculation in lines
229 and 230 of Tomasdllo's SAS log, but actudly added instead of subtracted the costs. Tomasello
dates that the Department should correct this error in its find margin caculations.

Petitioners did not comment on thisissue.

Department’s Position: We agree with the Tomasdllo. Accordingly, we will correct the error in the
find margin program. See Tomasdllo’s Find Cdculation Memorandum.

Comment 20: Cdculation of DIRSEL3U for One U.S. Invoice

Tomasdlo states that the Department incorrectly calculated DIRSEL3U for one U.S. invoice by setting
DIRSELU for that invoice equa to afactor, but treting it as a per-unit amount, which overstates the
margin for dl sdeson that invoice. Tomasdlo requests that the Department recal culate DIRSEL U.

Petitioners did not comment on thisissue.

Department’s Position: We agree with Tomasdllo. Accordingly, we have corrected Tomasdllo's
margin program. See Tomasdllo's Find Cdculation Memorandum.

Comment 21: Change in Whest Inventory

Tomeasello contends that the Department incorrectly imputed an inventory adjustment when calculating
the cost of wheat used in the production of semolina. Tomasdllo states that it did not have an actud
vaue for its whest inventory at the beginning or the end of the POR; therefore, any amount imputed by
the Department would be completely theoretica and arbitrary in nature. Tomasello points out that using
these theoretica inventory values contradicts the Department’ s statement in the cost verification report
againg using theoretica data. Tomasello clams that the method it used in the submissions to compute
whest costs avoided imputing theoretica costs by considering the physical purchase of wheet during the
POR, smilar to a replacement cost methodology. Tomasdllo referenced antidumping duty
investigations and reviews of certain pastafrom Turkey. Furthermore, Tomasdlo contends that
because it only records year-end inventory values of whest in its books and records, and because
those books and records are prepared in accordance with Italian generally accepted accounting
principles (“GAAP’), the Department should not modify its semolina mill cost by the net changein
inventory vaue.
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Petitioners gtate that Tomasdllo's comparison of the factsin the instant case to the replacement cost
methodology routindy used in Turkish pasta cases is wrong, because the Department’ s replacement
cogting methodology is only used in hyper-inflationary economies, where the effects of inflation distort
historical costing methods.  Petitioners note that in the ingtant case, Itay is not a hyper-inflationary
economy where historical costing methods are distorted.  Furthermore, petitioners contend that basic
accounting theory dictates that raw materials used in the cost of goods manufactured is equd to the
beginning inventory of raw materids, plus purchases, less ending inventory. If the beginning and ending
inventory of raw materias is not consdered, the total costs incurred during the period are not properly
accounted for in the cost of goods manufactured. Furthermore, petitioners state that according to
section 773(f)(1)(A) of the Act, the Department will rely on the home country’s GAAP so long as
those principles reasonably reflect the costs associated with the production and sde of the merchandise.
Petitioners contend that in this case, Tomasello's normal books and records failed to assign a cost to
the beginning whest inventory which resulted in understated raw materid cods. Because of the
understatement in costs, the Department must depart from Tomasello’s normal books and records to
determine the costs of raw materials.

Department’s Position: We disagree with Tomasdlo's assartion that the Department should not
include a cogt associated with the change in beginning and ending wheet inventory during the POR. As
the petitioners point out, section 773(f)(1)(A) of the Act states that the Department will rely on the
respondent’ s books and records in accordance with its home country GAAP so long as they
reasonably reflect the costs associated with the production and sdle of the merchandise. In the ingtant
case, Tomasdllo’s norma books and records did not assign avaueto itsinventory. Thus, the costs
submitted to the Department did not reflect any costs associated with the whesat inventory consumed
during the POR. The Department was able to verify the quantities of wheet on hand a the beginning
and at the end of the POR. Assuch, for the Prdiminary Results, the Department calculated a cost
associated with the change in wheat inventories by using the average per-unit price of whest (including
trangportation costs) purchased during the POR.

Furthermore, Tomasdllo’'s comparison of the current case with the pasta from Turkey proceedingsis
misplaced. In theingtant case, the issue is whether it is reasonable to assign no cods to raw materias
consumed out of the beginning inventory. Replacement cogting, which is normaly used in high
inflationary economy cases, deds with using the current month' s per-unit cost of materials purchases for
vauing the same month’s actua quantity of materials consumed. Aswe do not consider it reasonable
to assgn zero costs to raw materid inventory consumed in production, for these find results, we
continue to include in the COP an amount associated with the wheat consumed from inventory during
the POR.

Comment 22: Pasta Scrap Production
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Tomasdllo dlamsthat for the Prdiminary Reaults, the Department failed to account for the semolina
used in the production of scrap pasta. Tomasello points out that pasta scrap utilizes semolina, and
therefore, it must be accounted for in the semolina usage caculation. Tomasello Sates that the
Department should subtract the semolina used in the production of scrap pasta from the total semolina
used to produce the finished merchandise.

Petitioners state that Tomasallo's argument is incorrect because the Department did consider the
revenue from pasta scraps in calculating the cost of whesat used in production in the Prdiminary Results
Petitioners dlaim that if Tomasdlo's proposed adjustment were made, it would improperly double count
the affect of pasta scrap saes.

Department’s Position: We disagree with Tomasdlo's assartion that the Department failed to
account for the semoalina used in the production of scrap pasta. Consistent with Tomasello's reported
costs, the Department treated scrap pasta as a by-product of the pasta production process. Where the
Department determines a product to be a by-product, it adlocates al common production costs to the
primary merchandise and subtracts the amount of the revenue from the sale of by-products from the
tota cost of manufacturing (“COM”) of the chief product (see Find Determination of Sdesat Less
Than Fair Vaue: Oil Country Tubular Goods From Argentina 60 FR 33539, 33547 (June 28,1995)
(“OCTG From Argentina”). As the petitioners note, the Department, in the July 31, 2003, Cost of
Production and Congtructed Vdue Adjustment Memorandum for the Preliminary Results, dready
deducted the revenue from the sale of scrap pastawhen it calculated the cost of semolinaused in
production. The Department used the net cost of wheat purchased, as reported by Tomasdlo inits
cost verification exhibit 14, which had treated the sale of pasta scraps as an offst (i.e., the cost of the
whesat had dready been reduced by the income generated from the sales of pasta scrgps). Tomasdlo’'s
proposed trestment would have the Department continue to offset the cost of whest by the income
generated from the sdles of pasta scraps and then dlocate the net cost of whegt over the quantity of
finished pasta and scrap pasta produced. This trestment would, in effect, be double-counting the
impact of scrap pasta on the reported costs. Because the issue involves the trestment of scrap, the
appropriate trestment, as explained in OCTG From Argentina, is to reduce the total pool of input costs
by the revenue generated by the sde of scrap and then dlocate the net cogts over the quantity of
finished goods produced.

Comment 23: COGS used in the G& A and Interest Expense Ratio Caculation

Tomasdlo states that the Department should not reduce the COGS used in the denominator of the
G&A and interest expense ratio calculations by the by-product saes revenue. Tomasdllo states that the
COGS isdmply afigure from the financid statements and should only be adjusted by packing costs.
Furthermore, Tomasello claims that there is no precedent for the Department to remove by-product
revenue from the COGS denominator and, in hyper-inflationary and non-market economies, the
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Department will not know how much by-product to deduct. Tomasello asserts that to be consistent
with other cases, the Department should not adjust the COGS denominator for by-product revenue.

However, Tomasdllo contends that if the Department continues to reduce the COGS by the by-product
sdes revenue, the offset must be synchronized with the offset actualy taken in the mill cost caculation.
Tomasdllo states that because the mill cost is based on POR costs and the COGS used in the
denominator is based on year-end financia statements, the by-product offset will not match Euro for
Euro, however, the same by-product revenue accounts should be used in both caculations.
Specificaly, Tomasdllo claims that because the Department did not accept the remacinato sales (sdes
of re-ground durum wheat, a by-product) as an offsat of mill cogts, this account should not be
subtracted from the COGS used in the denominator of the G& A and interest calculation.

Petitioners gate that Tomasello wants to subtract the by-product revenue for the POR from the fiscal
year 2001 COGS used in the G& A and interest expense rate calculation. Petitioners argue that the
Department should rgect Tomasallo's argument because it cannot mix vaues from two different
periods.

Department’s Position: We disagree with Tomasdlo. The G& A and interest expense ratios must
have a COGS denominator which is caculated in the same manner as the COM to which it is gpplied.
See Natice of Find Determination of Sadles at Less Than Fair Vaue: Certain Pagta From Itay, 61 FR
30326, 30356 (June 14, 1996), Noatice of Find Determination of Sdesat Less Than Fair VaueLive:
Cattle From Canada, 64 FR 56739, 56756 (October 21, 1999), and Notice of Final Results of
Antidumping Duty Administrative Review: Elemental Sulphur from Canada, 64 FR 37737, 37740 (July
13, 1999). Tomasello's reported direct materid costsin the COM are net of the scrap revenue offset;
therefore, the COGS used in the denominator of the G& A and interest expense ratios must also be net
of the offset. Tomasdlo's comparison of this review to investigations involving high inflationary
economiesis not compeling. In the current review, sufficient financid information is available to adjust
the COGS denominator to ensure thet it is on the same basis as the COM to which the G& A and
interest rates will be applied.

While we agree with Tomasdllo that the by-product offset to the COGS used in the denominator of the
G&A and interest expense rate cd culations should include the same generd ledger accounts used to
offsat the COM caculation, we disagree that an error was made “synchronizing” the offset in the ingtant
case. Tomasdlo gppears confused with its caculation of semolina costs from cost verification exhibit
14. Inthe Preliminary Results Cost Cdlculation Memo, the Department used the net cost of wheat
purchased, as reported by Tomasello, which had already been reduced by by-product sales revenues
and pasta scrap revenue. For these find results, we continue to reduce the COGS denominator for the
G&A and interest expense rate caculation by the corresponding amounts from the year-end tria
balance.
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Comment 24: Other G&A and Interest Adjustments

Tomeasdllo ates that Department should not include in the G& A expense rate cd culation the write-offs
of prior years deferrds that were booked in Tomasdllo's extraordinary expense account. In addition,
Tomasello dlams that the Department should not include interest on long- term loan deferrdsin the
interest expense rate calculation. Tomasdlo assarts that the insurance deferrals were unrdlated to
activity in the current year, the accounts receivable and accounts payable discrepancies relate to
differences between the booked amounts and the collected or paid amountsin prior years, and the
interest expense was from deferred interest due on loansin prior periods. Lastly, Tomasello claims that
the loss on sale of capitd assetsis of acharacter materidly different from Tomasdlo's norma business
activity of producing pasta and should be excluded from the G& A expense rate cdculation.

Tomasdlo submitstheat in the Fina Determination of Sales at Less Than Fair Vaue: Certain Cold-
Rolled Carbon Steel Flat Products From The Netherlands, 67 FR 62112 (October 3, 2002) (*Carbon
Stedl Flat Products’), the Department found that it was not appropriate to reduce current period costs
by areversa relaing to a prior period estimate. Therefore, according to Tomasello, expenses incurred
but not recognized in a prior period which are carried forward to the current period are extraordinary
expenses, and should be excluded from the G& A and interest expense rate caculations.

Petitioners argue that in order for an expense to be considered an extraordinary expense it must be
unusud in nature and infrequent in occurrence.  Petitioners state that the items classified by Tomasdllo
are neither unusud in nature nor infrequent in occurrence. Petitioners point out that the expenses listed
by Tomasdllo areincurred by businesses on afairly frequent basis. Furthermore, petitioners state that
becauise these expenses were recognized as expense items in the 2001 financid statements, for the year
ending in 2001, they should be included in Tomasdllo's G& A and interest expense ratio caculations.

Department’s Position: We disagree with Tomasdllo that the financia statement items labeled
“extraordinary” should be excluded from the G& A and interest expense rate cdculations. Whilethe
Department does dlow for the excluson of extraordinary expenses under certain circumstances,
insurance expenses, technica assstance fees, subscription expenses, vehicle repairs, accounts payable
and accounts receivable discrepancies, and the loss on the sde of capita assets do not fal within these
circumstances. The Department normaly will exclude costs considered extraordinary, provided that
they are both unusua in nature and infrequent in occurrence. See Notice of Find Determination of
Sdesat Less Than Fair Value: Hot-Rolled Fat-Ralled Carbon-Qudlity Stedl Products from Japan , 64
FR 24329 (May 6, 1999) (“Hot-Ralled Products from Japan’). The expensesin question cannot be
consdered infrequent in occurrence or unusud in nature asthey are al norma costs of operating a
busness. Tomasdlo’'s clam that these costs are unrelated to the current year does not change the fact
that these cogts are neither infrequent in occurrence nor unusud in nature. We aso disagree with
Tomasdllo that these costs are unrelated to the current period. Accounts payable discrepancies, for
example, rdate to differences between amounts booked as payable to vendors versus amounts actualy
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pad. Thisdifferenceisnot known or quantifiable until the discrepancy is settled. It isat thistime that
the amount is recorded by the company. Even though the account payable in question may have been
edtablished in a prior year, the discrepancy was not known or quantifiable until the current year. We
disagree that these cogts should be ignored as they relate to the generd operations of the company for
the current year.

We dso disagree with Tomasdllo' s characterization of the insurance expenses, technical assistance fees,
subscription expenses, and vehicle repair expenses as being prior period costs. While the company
may have paid these cogtsin prior years, it capitalized such cogts, deferring them to future periods.
Companies often defer expenses when they consider such costs to relate to future periods. The accrud
bas's of accounting operates on such principles (i.e., matching the cost with the time period in which the
benefit occurs). Thisiswhy Tomasello recognized such costs in the current period. As such, we
condder these costs to be related to the generd operations of the company for the current year and
have included the cogsin the G& A rate calculation for these find results.

Lastly, we disagree with Tomasdllo that the loss on sdle of capita assets should be excluded from the
G&A expenserate caculaion. Contrary to Tomasello’'s position, we did not include the loss on sdle of
capitd assetsin the G& A rate caculation because we thought it was in the business of sdlling fixed
assts. We included the loss because the loss arose as a result of the company disposing of capital
assets that were related to its genera production operations. Aswe stated in Hot-Rolled Products
from Japan, we consider the disposition of fixed assets to be anormal part of acompany’s operations.
Assuch, any gain or loss redized on the routine disposition of production assets relates to the generd
operations of the company as awhole and should be included in the G& A rate cdculation. Findly, in
the case cited by Tomasdllo, Carbon Steel Flat Products, the respondent was able to substantiate that
its extraordinary charge related to a prior year and to a divison unrelated to the production of the
subject merchandise; thus, we excluded it from the G& A cdculation. Therefore, we are not making
changesto the G& A expense rate calculation, as requested by Tomasdllo.

Garofalo
Comment 25: The Department Should Collapse Garofao and Amato

Petitioners argue that Garofado and Amato both should have submitted section A responses, asthey are
affiliated producers. Petitioners argue that because the Department found that Garofalo and Amato
were affiliated in a previous review, a questionnaire, sent to Garofal o, required a consolidated

response. See Find Results of Antidumping Duty Administrative Review and Determination Not to
Revokein Pat 68 FR 6882 (February 11, 2003) (“Pagtafrom Ity 5th Review”). See dso the
Department’s August 29, 2002 questionnaire. In addition, petitioners state that the Department
required this consolidated information so that it could determine whether to collgpse Garofdo and
Amato inthisreview. In arguing that the Department should collapse the two companies, petitioners
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refer to arguments from the public verson of their brief filed inthe CIT in New World Pasta Co. v.
U.S,, Ct. No. 03-00105. See Petitioners September 24, 2003 Case Brief at Attachment 1.

Garofdo agrees with the Department’ s decision not to collgpse Garofdo’s and Amato’ s dataiin the
Preliminary Results and Pagta from Italy 5th Review. See Prdiminary Results, 68 FR at 47022 and
accompanying Issues and Decison Memorandum, & comment “Affiliation between Garofelo and
Amato.” Specificaly, Garofdo argues that while it provided substantid new factua information on the
record of the current review, the facts on the record in this review do not differ meaningfully from the
facts on the record in the prior adminigtrative review. Thus, Garofdo contends that the Department in
the Prliminary Results correctly relied on the same anaysis from the previous review. Moreover,
respondent notes that it is the Department’ s practice to adhere to its prior decisonsin the absence of a
“reasoned andyss’ explaining the necessity of achange, and as there is no new informetion, the
Department should not change its finding from the Prdiminary Results

Garofalo also argues that the Department should not addressthe CIT case brief attached in support of
petitioners arguments as the Department dready made its decison with respect to the fifth review, and
should not revigt thet here. Furthermore, Garofdo ingsts that, unless and until the CIT overturnsthe
Department’ sfina results from the previous review, the Department should continue to find that
Garofao and Amato’ s data should not be collapsed.

Department’s Position: As st forth in the Prdliminary Results, we preliminarily found that Garofdo
and Amato were affiliated pursuant to section 771(33) of the Act, but that there was no common
control, and consequently, a significant potentia to manipulate products or prices did not exist to judtify
collgpsing the two companies. See Prdiminary Results, 68 FR 47022-23. In making this finding we
adopted our andysisin its entirety from the immediatdly preceding review. 1d; see Petitioners
November 5, 2002 Submission, Attachment 1, July 31, 2002 Memorandum to Mdissa G. Skinner,
Director, Office of AD/CVD Enforcement VI, “Whether to Collgpse Garofdo and Amato in the
Priminary Results’ (“Garofdo Collgpsing Mema”), the public and proprietary versons of which are
on filein the CRU; see dso Pagta from Italy 5 Review a Comment 6 “ Affiliation between Garofdo
and Amato.”

We have no basis upon which to change thisfinding. Contrary to petitioners postion, Garofao
provided dl of the information requested by the Department pertaining to thisissue. See Garofado's
October 21, 2002 questionnaire response, pages A-8 through A-14 and Garofalo’'s March 25, 2003
guestionnaire response, pages 9-21.  In addition, petitioners have provided no new information or
argument on the relationship between Garofalo and Amato, nor has the Department discovered new
information during the course of thisreview. Consequently, the Department's analys's adopted in the
Preliminary Results, and used in the previous review, will continue to be adopted in its entirety. See 68
FR 47022-23. For the reasons et forth in the Garofdo Collgpsing Memo, the Department determines
that Garofao and Amato are affiliated pursuant to section 771(33) of the Act and 19 CFR 351.102(a),
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but lack common control, so that a significant potential to manipulate products or prices does not exit.
Therefore, it is not appropriate to collapse the two companies under 19 CFR 351.401(f).

With respect to Garofa o's argument that we should not address the portions of the CIT brief attached
by petitioners, we note that the petitioners attachment of the argument section from its CIT brief isnot a
practice that the Department encourages. As a general matter, given the factua differences from one
review to ancther, such an attachment may contain information not relevant to the review being
conducted and, thus, be subject to regjection by the Department. However, as we state above, with
respect to this particular issue there was no new information or argument between the previous review
and thisreview.

Comment 26: The Department Should Not Accept Garofalo's Definition of a Third Wheat Code

Petitioners disagree with the Department’ s acceptance of Garofd o’ s third wheet code in the
Preiminary Results, and request that we disregard this third whest code in the find results. Petitioners
disagree with Garofal0's additiona wheet code for two reasons. First, petitioners alege that the
Department’ s practice is to base its model matching criteria on the smilarity of physical characteristics
as opposed to codts. Petitioners add that when examining physica characterigtics, the Department
chooses only those that are commercidly sgnificant. Petitioners assert that Garofado’s whesat code
modification is not based on commercidly sgnificant physica characteridtics. Petitioners argument is
predicated on their statement that the Department, in itsinitid questionnaire, laid out the four
characterigtics used for model matching and defined the types of codes used to delineste these
characterigtics. They contend that Garofdo’s additiona wheet code is Smply a sub-divison of the
category for 100 percent durum whest, as opposed to anew category that would merit a new code.
Specificaly, petitioners argue that there is no evidence on the record which indicates that the different
whest types identified by Garofdo result in different physical characteristicsin pasta or that customers
request these various whest types. They dlege that the only basis for subdividing the whesat code isthe
cost difference between these types of whesat. In addition, they note that the fact that none of the other
Itdlian pasta producers reported a smilar distinction serves as further support that this distinction is not
commercidly sgnificant.

Further, petitioners argue that the Department must keep the definition of the “foreign like product”
congstent across dl parties within the same proceeding. Specificaly, they contend that if Garofdo’s
proposed changes to the “foreign like product” definition are important enough to be included, this
change must be consistently applied to each respondent. As the other respondents have not raised this
issue, petitioners conclude that the Department should not use Garofdo’s wheet code in the find results
caculation.

Garofdo contends that the Department, in writing itsinitial questionnaire, intentionaly alowed for the
possibility of additiond categories. Garofao maintains that by adding an additiona wheat category, it
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did exactly what the Department envisoned. Garofao notes that in the supplementa questionnaire,
Garofao provided evidence of the difference the qudity of semolinamakes in the finished pasta
product, as well as the cost differences associated with the different qudities. Also, while the
Department must make modd matching determinations based on commercidly sgnificant qudities,
petitioners are incorrect that cost and price are not factorsin such determinations.

Garofao argues thet it has reported wheat codes consistent with the methodology accepted in the last
review, and that petitioners have not raised any new facts or arguments which warrant a different finding
inthisreview. Garofdo citesto the origina investigation where the Department considered semolina
quality differencesto be an “appropriate’ criterion for product matching. See Notice of Fina
Determination of Salesat Less Than Fair Vaue: Certain Pagta From Itdy, 61 FR 30326, 30346 (June
14, 1996) (“Pegta_Find Determination’”). In addition, Garofao contends that the actions of other
respondents pertaining to this issue do not support petitioners argument. There are many reasons,
including lack of accounting data or the non-use of this semolina, which Garofalo clams might explain
why other respondents did not report their datain asmilar manner. Garofalo refersto the investigation
where the Department alowed three respondents to report semolina quality as a modd match, even
though other respondents did not do so. See Pastac Final Determination, 64 FR at 30346.

Garofao further refutes petitioners contention, noting that merely adding a category to one of the
model matching criteria does not condtitute redefining the “foreign like product.” Moreover, Garofdo
adds that even if it was redefining the foreign like product, the Department dlows foreign like products
specific to each company. 1d.

Department's Position: We agree with Garofal o that the reporting of additional whegt types endbles a
more accurate modd matching. Garofalo isaso correct that in the absence of new facts or new
arguments, the Department does not revigt previous determinations. Furthermore, we continue to find
that cost and pricing information is informetive in determining whether a proposed modification to a
product characterigtic is commercidly sgnificant. However, we agree with petitioners that the most
important factor in this determination is the physica differences between the types of whest.

The Department previoudy determined that the second type of semolina defined by Garofdo isan
acceptable whest type category. Although the Department used Garofao's third whest type category
in our preliminary results margin caculation, we have since reconsidered our usage of this wheat type.
The third type of semolinareported by Garofdo is merely a blend of the two aready accepted by the
Department. As such, the Department is not persuaded that this new type results in a new category
with physica characterigtics that are different, in acommerciadly sgnificant way, from the two categories
previoudy defined, nor does it enable more accurate model matching. Thus, we are not including this
whest typein the calculation of these find results, and al sales with awhest code of 3 have been
changed to sales with awhesat code of 1, the wheat which makes up the largest percentage of the
blended whest type.
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Comment 27: Matching of Wheat Codes

Garofdo aleges that the Department did not properly match U.S. sdles of wheeat code 3 to the proper
home market sdes and should make this correction for the fina results. Garofalo clamsthat the
Department did not state that it intended on matching U.S. wheat code 3 to home market whesat code 2
and that based on the most smilar characterigtics, the Department should therefore match U.S. wheat
code 3 to home market wheat code 1.

Petitioners refute Garofal o' s dlegation that the Department improperly matched Garofd o’ s whegat code
3 by stating that Garofdo should have coded dl of its sdleswith awhesat code of 1. Petitioners further
disagree with Garofd o’ s dteration of the sequence codes for “ shagpe’ arguing that the Department
should not dlow Garofa o to subdivide wheat codes and manipulate the sequence of the sub-codes.
Petitioners reiterate their argument that the Department’ s acceptance of the wheet code subdivisonis
not in accordance with the statute and should therefore be reversed for the final results. See Comment
26, above,

Department’ s Position: We determined that Garofado’s wheet code 3 is not acceptable for the
purposes of thisreview, as stated in Comment 26, above. Therefore, it is unnecessary to address
Garofdo’s argument regarding matching of wheat codes.

Comment 28: Subtracting DISCREBH from NETPRICOP

Petitioners argue that the Department incorrectly faled to deduct the sum of discounts, rebates and
price adjustments when caculating the net price used for the purposes of the cost test. They argue that
this mistake overstates the net home market prices which were compared to Garofal o' s cost of
production.

Garaofdo did not comment on thisissue.

Department’ s Position: We agree with petitioners. Pursuant to 19 CFR 351.401(c), the Department
will make price adjustments that are “ reasonably attributable to the ... foreign like product.” Therefore
we have corrected this error for the find results. See “Find Results Cdculation Memorandum -
Pedtificio Lucio Garofalo,” dated February 3, 2004, which ison filein the CRU (“Garofdo’ s Find
Cdculation Mema”).

Comment 29: Incorporation of Only Home Market Sdes that Passed the Cost Test

Petitioners argue that the Department incorrectly included dl of Garofdo's home market sdes for
comparison purposesin the preliminary margin anadysis program. They date that as Garofdo was
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subject to acodt tedt, its sales that did not pass the cost test should not have been used for comparison
with U.S. sdes.

Garofado did not comment on thisissue.

Department's Position: We agree with petitioners. Pursuant to 19 CFR 351.406(a), the Department
may "disregard sdles of the foreign like product made at pricesthat are less than the cost of
production,” where these sales account for more than twenty percent of the sales of a CONNUM.
Therefore, we have corrected this error for the final results. See Garofao's Final Calculation Memo.

Comment 30: Revised Interest Amounts Should Be Used in the Cdculation of CV

Petitioners argue that the Department did not use recd culated interest amounts in the computer field
RINTEX in the preiminary margin andyss program.

Garaofdo did not comment on thisissue.

Department’ s Position: We agree with petitioners. Pursuant to the “ Preliminary Results Calculation
Memorandum - Pedtificio Ludio Garofalo,” dated July 31, 2003 which ison filein the CRU
(“Garofdo’s Prdiminary Cdculaion Memao”), we revised the financid expenseratio resulting in a
revised interest expense. This revised expense should have been used in the calcul&tion of the
Priminary Results. Therefore, we have corrected this error for the fina results. See Garofdo’s Find
Cdculation Memo.

Comment 31; Converson of Home Market Sdes Datainto Italian Lire rather than into Euros

Garofao claims that the Department erroneoudy converted home market sales, used for the sdes-
below-cost test, from Eurosinto Lire. Garofdo reported its sdles datain both Euros and Lire and
reported its cost dataentirely in Lire. Garofao asserts that the Department should have first converted
the codt file datainto Euros and then converted the 2001 home market sales from Lire to Euros.
Garofdo notes further that the because the officia currency in Ity changed from Lire to Euros during
the POR, effective January 1, 2002, the Department should use the officia currency for the review.
Moreover, Garofao claims that the Department used different conversion methodol ogies for other
companies participating in the same proceeding. Therefore, Garofdo urges the Department to first
convert Garofalo's cost datainto Euros, and then convert the lire-denominated home market sdesinto
Euros for the sales-below-cost test.

Petitioners rebut Garofd 0’ s currency conversion argument by noting that Garofao reported its cost and
sdesfor thefirg hdf of the POR in Lire. In addition, petitioners argue that the Department should not
employ a double-converson methodology. Specifically, the Department should not have to convert
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both cost and sdles datainto Euros, when some of the datais aready reported in Lire. Moreover,
petitioners refute Garofd 0’ s argument that the Department used a different methodology for another
company participating in the same proceeding, by noting that the other company reported its cost of
production in Euros for this adminigtrative review. Thus, the Department did not have to conduct a
currency conversion for the other company; and, therefore, does not need to change the methodol ogy
usd in cdeulating Garofdo's preliminary margin calculaion.

Department’ s Position: We agree with petitioners that no currency conversion changes are necessary
for thesefind results. Garofdo reported its cost database in Lire. See Garofdo’ s January 27, 2003
guestionnaire response a page D-1. The other companies to which Garofalo refers reported their cost
databasesin Euros. Therefore, our treatment of Garofalo was responsive to the data circumstances
gpecific to Garofalo. As Garofdo's sales data was submitted both in Euros and Lire, the Department
determined that it was Smpler to convert only some of the sdes datainto Lire than to convert some
sdesdataand al cost datainto Euros. In addition, as of January 1999, the exchange rate between the
Euro and Lire was fixed, s0 the choice of currency should have no impact on Garofdo’ s rate.
Therefore, we did not change the methodology used in calculaing Garofdo’'s margin caculation.

Comment 32: Semolina Purchasss

Garofdo argues that the transfer price paid for semolina purchased from its ffiliated supplier occurred
at amarket price. Garofalo states that evidence presented showed that the semolina price charged by
one of its affiliated suppliers was comparable to prices charged by its unaffiliated suppliers. However,
according to Garofa o, the Department erroneoudy compared the affiliated supplier price to the
average samolina purchase price of dl of its unaffiliated suppliers.

Petitioners argue that Garofdo purchased the mgority of its semolina from unaffiliated suppliersa a
price higher than the transfer price paid to its affiliated supplier. Petitioners contend that the comparison
of the transfer price paid to its affiliate to the average market priceis correct. They further contend that
the use of any benchmark other than the average market price would be atistically unrepresentative of
Garofdo’s actua purchases, thus defeating the purpose of the armv’slength test.  Petitioners note that it
is the authority of the Department to determine how best to test whether an input purchased from an
affiliate occurred at armv's length.  Petitioners argue further that the evidence on the record supports that
semolinaisthe mgjor input in the production of pasta. Petitioners agree with the adjustment made by
the Department for the preliminary results and add that the Department should continue to apply the
same adjustment for the find results.

Department’ s Position: In determining whether an input is congdered “mgor” in accordance with
section 773(f)(3) of the Act, among other factors, the Department considers both the percentage of the
input obtained from affiliated suppliers (versus unaffiliated suppliers) and the percentage the individua
element represents of the product’ stotal cost of manufacturing. We relied on this methodology in the
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Fina Determination of Sdesa Less Fair Vaue: Certain Hot-Rolled Hat -Rolled Carbon Qudity Sted
Products from Brazil, 64 FR 38756 (July 19, 1999). In the current case, Garofalo purchased semolina
fromitsaffiliate. While semalinais significant with respect to the total cost of manufacturing pasta, we
have determined that the quantity and vaue of semolina purchased during the POR from the effiliate is
not sgnificant enough to be considered amgjor input in accordance with section 773(f)(3) of the Act.

Nonetheless, pursuant to section 773(f)(2) of the Act, the Department may disregard the transfer price
from an affiliated supplier if it isless than the market price for the same input. Congstent with past
practice, we consider the price paid by Garofdo to its unaffiliated suppliers of semolinain Italy to be
reflective of market prices and more accurately representative of Garofalo's purchases. Therefore, we
continue to use the weighted-average of these prices as the benchmark. We compared the average
transfer price of semoalina purchased from Garofdo’s affiliated suppliersto this benchmark and
determine that the benchmark priceis higher than the price Garofdo paid to its affiliated suppliers for
semalina. Therefore, for the fina results, we adjusted the cost of semolina obtained from effiliates to
reflect amarket price.

Comment 33: Failure to Include Commingled Sdesin Garofado’s Margin Calculation

Garofdo damsthat in the Priminary Results the Department stated that it intended to include sales of
commingled purchased pastain the margin caculation, but failed to do so. See 68 FR at 47028.
Garofdo urges the Department to correct thisinadvertent error and include commingled sdesin the
margin caculation for the find results.

Petitioners assert that it is the Department’ s policy to exclude respondent’ s sales of pasta made by
unaffiliated producers of the subject merchandise from respondent’s margin analysis. See Notice of
Preliminary Determination of Sales at Less than Fair Vaue and Postponement of Fina Determination:
Certain Pastafrom Italy, 61 FR 1344, 1348 (January 19, 1996). They further claim that Garofalo did
not provide sufficient information to determine the percentage of sdes that covered merchandise
produced by Garofalo and classified as commingled sales, as opposed to saes covering purchases from
unaffiliated manufacturers. Petitioners agree with the Department’ s exclusion of these sdlesfrom the
margin caculaion and urge the Department to continue this practice for the find margin caculation.

Department’s Position: We agree with Garofdo. When pasta purchases from an unaffiliated supplier
cannot be separately identified for sales purposes by the respondent (so-called “commingled” pasta),
the Department’ s practice is to include these salesin the margin caculation program. See Prdiminary
Results see also, Natice of Fina Results of Antidumping Duty Adminisirative Review, Partid Rescisson
of Antidumping Duty Adminigretive Review and Revocation of Antidumping Duty Order in Part:
Certain Pagta from Itay, 65 FR 7349, 7356 (February 14, 2000) (“Pagtafrom Itay 2" Review”).
Further, our questionnaire specifically states that when it is not possible to identify the pasta supplier for
agpecific sde of pasta, please sate “COMMINGLED” or provide an agppropriate code in the
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manufacturing field. See Department’ s Initid Questionnaire to Garofao, dated April 29, 2002 at V-2.
In Garofd o' s supplementa responsg, it identified “COMMINGLED” sdes. See Garofalo’s response
to the Department’ s Supplementa Questionnaire, dated April 25, 2002. Therefore, for these fina
results, we are including sales of commingled pastain Garofalo's margin cdculation program.  See
Garofdo's Find Cdculaion Memo.

Comment 34: Use of Wrong Affiliated Party Arm’s Length Test

Garofdo dleges tha the Department gpplied the wrong affiliated party test program, in which it
excluded sales of affiliated customers whose sales are outside the 98 - 102 percent band as compared
to salesto unaffiliated customers. Garofdo notes that in the Notice of Antidumping Proceedings.
Affiliated Party Sdesin the Ordinary Course of Trade, 67 FR 69186, 69197 (November 15, 2002),
the Department stated that the new methodology will be applied to dl investigations and reviews
initiated on or after November 23, 2002, and the instant review was initiated August 27, 2002. See
Initiation Notice, 67 FR 55000. Thus, Garofao concludes that the Department should not apply the
new methodology; rather, the Department should use the methodology which excludes afiliated home
market cusomers sales from the norma vaue caculation only if sdlesto such customers, on average,
are lessthan 99.5 percent of the sdling price to unaffiliated home market customers.

Petitioners agree with Garofd o’ s assertion that the Department should exclude home market sdesto
affiliated parties at prices less than 99.5 percent of the prices to unaffiliated customers, asthis review
was initiated prior to the date when the Department modified the test.

Department’ s Position: We agree with both Garofdo and petitioners thet the affiliated party test
program used is not gpplicable to thiscase. Therefore, we have corrected this error in the final results.
See Garofdo’'s Find Cdculation Memorandum.

Comment 35: Non-Use of RTOTCOM

Garofdo states that while the Department adjusted the total cost of manufacture (*“TCOM”), it used the
unadjusted variable cost of manufacture from the home market (*VCOMH”) dataset in computing
Garofdo’'smargin. Garofao argues that the Department should use the RTOTCOM in computing the
VCOMH in the margin caculaion program.

Petitioners argue that the Department should regject Garofal o' s proposed change to only home market
variable costs. They date that the Department’s preliminary computer program aso used the
unadjusted variable cost of manufacture for U.S. sdes (“VCOMU”) in the margin caculation program.
They further argue that the use of the unadjusted variable cost of manufacturing (“VCOM”) for both the
U.S. and home market sdleswill yield the same difference in merchandise (*DIFMER”), just asif the
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adjusted VCOMH and VCOMU were used. Therefore the Department should reject Garofao’s
proposed change to the preiminary margin caculation.

Department’s Position: We agree with Garofdo. An unrevised VCOMH was inadvertently used in
the caculation of the DIFMER varigble. We have corrected this error for these find results. We
disagree with petitioners argument that we should not make any adjustment because VCOMU was

a o unrevised and therefore the comparison between VCOMH and VCOMU would not change.
Although petitioners are correct that when VCOMU isinitialy referenced it is the unrevised VCOMU,
inline 680 VCOMU isredefined asthe revised VCOMU. See Garofdo's Prdliminary Caculation
Memo, Attachment 2. Therefore, for these find results, we are not making any changesto the
VCOMU variable for the purposes of the DIFMER calculation.

Zaffiri

Comment 36: Proper Matching of Zaffiri’s Sales at the Same LOT

Zdffiri argues that the Department should not have collapsed Zaffir’ s home market levels of tradeinto a
sngleleve and should not have matched U.S. sdlesto Zaffiri’s full home market database.

Zeffiri gatesthat its smal customer group in the home market purchases small amounts of pasta, such
that the amount of pastaon one U.S. invoiceis equd to that of fifty sdesto its smal customer group.
By comparison, its large customer group in the home market purchases larger amounts of pasta per
invoice, such that the amount of pastaon one U.S. invoiceis equd to that of five sdesto itslarge
customer group. Zeffiri argues that the difference in the kilograms per invoice between the small
customer group and the large customer group trandates into a difference in the effort required to sell a
given quantity of pasta, with the small customer group requiring more effort. Zeffiri arguesthat this
increased effort for the smal customer group compels the conclusion that thereisa LOT difference
between the smdl customer group and the large customer group, and that only the large customer
group should be compared to U.S. customers.

Zdfiri dso datesthat the amdl cusomer group fdls at a different point in the chain of digtribution
because it sdls directly to smdl groceries, which normaly buy from wholesders or didtributors. Zeffiri
argues that it absorbs additiond responsbilities typicaly carried out by awholesaler or distributor, and
clamsthat Zaffiri’s sdes to the smal customer group are therefore made at a different LOT from the
sdesto the large customer group and sales to the United States.

Findly, Zaffiri arguesthat its pricing structure shows that its smal customer group is a adifferent LOT
because the smal customer group does not receive rebates and pays a higher average net price per
kilogram than its large customer group.
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Zéfiri cites Import Adminigtration Policy Bulletin Bumber 92/1, “Maiching & Levels of Trade” (duly
29, 1992) and Pagta from Italy 2" Review to support its position that customer categories with
different sdlling activities are & different LOTs. Zaffiri dso cites Pagtafrom Italy 3 Review, 65 FR at
77854 to support its position that sales a a different point in the chain of digtribution can indicate an
LOT difference.

Zdfiri arguesthat if the Department finds it necessary to match U.S. sdesto sdesfrom its smal
customer group in the home market, the Department should gpply an LOT adjustment equal to the
difference in average net price between the large customer group and the smdl customer group.

Petitioners sate that Zaffiri’ s arguments do not provide a basis for afinding of two separate LOTsIn
the home market, and argue that the Department should continue to match Zaffiri’s EP sdesto its sdes
in Italy without regard to the LOT. Petitioners date that Zaffiri’ s argument that the difference in quantity
of individua saes between the small and large customer groups trandates into a difference in the leve

of effort involved in sdlling a given quantity of pasta does not condtitute adifferencein LOT.

Petitioners argue that the LOT evauation is based on the selling functions provided by Zaffiri, and Sate
that Zaffiri provides the same sdling functions (freight arrangement, delivery, warranty, technica advice)
to dl of itscusomersin Italy. Petitioners cite the SAA at 830, to support their assertion that Zaffiri’s
reliance on the quantity involved in individud salesis not a proper basis for aclam of different LOTsin
the home market.

Regarding Zaffiri’ s argument that its small customer group fdls at a different point in the chain of
distribution because most small groceries typicaly purchase pasta from wholesaers or distributors
rather than directly from the producer, petitioners Sate that Zaffiri submitted no evidence that it
provided different salling functionsto its claimed different LOTs. Petitioners cite to the SAA at 829 to
support its clam that Zaffiri’ s line of reasoning should be rgjected by the Department.

In response to Zaffiri’s clam of structurd differencesin pricing between its smdl and large customer
groups, petitioners claim that Zaffiri’ s argument does not warrant afinding of different LOTS, because
Zaffiri did not submit information thet demongirates thet the difference in average net price per kilogram
isaresult of different sdling functions provided by Zaffiri. Petitioners Sate that Zaffiri’s comments
indicate that the difference may be attributable to the quantities purchased, rather than differencesin
Zdfiri’s sdling functions.

Department’s Position: We agree with petitioners. A difference in quantity of individua sales
between small and large customer groups does not trandate into a difference in the selling functions
(eq., freight arrangement, delivery, warranty, technical advice) performed by Zaffiri for its customer
groups. An LOT andysisis based on the sdlling functions provided by Zaffiri to its various customer
groups. See section 773(a)(7)(A) of the Act. The record shows that Zaffiri provides the same sdlling
functions a smilar activity levelsto dl of itscusomersin Italy. Further, Zeffiri’ s reliance on the quantity
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involved in individua sdlesisnot a proper basisfor aclam of different LOTsin the home market and
does not condtitute a difference in LOT. Specificdly, the Department should ensure that a percentage
difference in the price is not more appropriately attributable to differences in the quantities purchased in
individua sdles (see SAA at 830).

Additiondly, with regard to Zaffiri’ s argument that its smal cusomer group fals a a different point in
the chain of digtribution, Zaffiri sates that when its sdesinvolve distributors or wholesders, its decrease
in sales transactions per kilogram sold condtitutes a difference in the LOT. However, Z&ffiri has
submitted no evidence that it provided significantly different selling functions to its customers within
different chains of digtribution and a difference in the sdlling functionsis the primary determinant for
LOT andyses. Additiondly, for the Department’ s purposes, it is not sufficient that a producer only
make nomind reference to a company/customer category asa“wholesder” to find adifferencein the
LOT (see SAA at 829).

Regarding Zeffiri’s clam of structurd differencesin pricing between its smdl and large cusomer groups,
Zdfiri has not submitted information demondrating that the difference in average net price per kilogram
isaresult of the different sdlling functionsit provides its cusomers. Zaffiri’ s arguments focus on the
difference that is attributable to the quantities purchased, rather than differencesin its sdling functions.
Thus, because Z&ffiri provides the same sdling functions a smilar activity levelsto dl of its cusomersin
Italy, for these find results, we find that the dight differences in Zaffiri’ s sdlling functions do not warrant
afinding of different LOTs. Findly, because Zaffiri’ s arguments do not provide a sufficient bassfor a
finding of two separate LOTs in its home market, we will continue to match Zaffiri’s EP sdesto its
sdesin Itay without regard to level of trade.

Comment 37: Cdculation of Imputed Credit Expense

Petitioners claim that the Department went againgt its Stated practice of using a published commercid
short-term lending rate in the absence of short-term borrowing in the currency of the sales transaction
by dlowing Zaffiri to use the average interest rate its bank charges on its overdraftsto caculateits
reported imputed credit expenses on its home market sales.

Petitioners state that Zaffiri’s use of the interest rate on its overdrafts is not consstent with the
Department’ s policy because it is not based on publicly available information, the rate is not reasonable
in that an overdraft rate is a punitive rate intended to discourage customers from overdrawing their
accounts, and because Zaffiri’ s overdreft interest rate differs Sgnificantly from the interest rates
reported by other respondents in this adminigrative review. Petitioners also argue that Zaffiri’ s use of
its overdraft interest rate is not representative of usua commercia behavior, because it is not anorma
commercid practice to overdraw on accounts each time a company makes a purchase.
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Petitioners state that a recent court case confirms that the Department may not accept a respondent’s
surrogate interest rate without matching the surrogete rate selected to the creditworthiness of the
company under investigation.® Petitioners state that the Department should follow its stated practice by
subgtituting a publicly-available interest rate, such as, arate published by the Internationa Monetary
Fund (“IMF’) for itsfind andyss of Zaffiri.

Zdfiri damsthat the interest rate used is the short-term interest rate actudly incurred by Zaffiri during
the POR, as verified by the Department. Zaffiri clamsthat it, like dmogt al respondentsin this review,
uses bank overdrafts as its usud means of short-term financing, because most Italian companies do not
use short-term loans for operating capital purposes, rather, they have aline of credit from their bank(s)
which permits them to overdraw their working bank accounts for a short time. Zaffiri Satesthat this
overdraft is then subject to a short-term interest rate, which is the company’ sinterest expense as
recorded in their accounting records. For these reasons, Zaffiri satesthat petitioners err in their claim
that Zaffiri relies on a surrogate interest rete.

Zdfir dso gates that petitioners err in claiming that the use of overdrafts for short-term financing does
not condtitute usua commercia behavior. Zaffiri arguesthat this practice istypicd for the Itdlian pasta
sector. Zaffiri notes that other pasta respondents in this current review and previous reviews have used
overdraft rates as the measure of short-term interest rates when the respondent has no short-term loans
in the POR, a methodology that was accepted by the Department and not subject to objection by any
party. Zaffiri arguesthat its use of overdraft rates as the interest rate for purposes of the calculation of
itsimputed credit expensesis correct, and the Department should continue to use its reported
CREDITH for purposes of thefina results.

Department’s position: We agree with Zaffiri. The interest rate that Zaffiri reported reflects the
short-term interest expense it actudly incurred in its Euro borrowings (i.e., aline of credit which is used
to avoid overdraft pendties) and as recorded in its accounting records during the POR. Additiondly,
Zeffiri reported its actua borrowing expense as requested in the Department’ s August 29, 2002,
questionnaire®. Further, thereis nothing on the record to suggest that Zaffiri’s line of credit, whichis
associated with the bank account it usesin the norma course of business, is an inappropriate measure
of its short-term home market borrowing. Thus, we have no meansto disregard the actud interest
rates applicable to Zaffiri’ s short-term interest expense during the POR. Therefore, for purposes of the

5 Petitioners cite Maui Pineapple, Co. Ltd. V. United States, Slip Op. 03-42 (CIT Apr. 17, 2003) and the
Department’ s June 16, 2003, Remand Redetermination in Maui Pineapple Co., Ltd. V. United States, Court No. 01-03-
01017 a 2-9.

6 See, FIELD NUMBER 31.0: Crediit Expenses CREDITH
“Report the unit cost of credit computed at the actual cost of short-term debt borrowed by your company in the
foreign market. If you did not borrow short-term during the period of review, use a published commercial short-term
lending rate. .. ..”
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find results, we will continue to use the short term interest rates that are gpplicable to Zaffiri’ sline of
credit to derive the interest rate for the calculation of itsimputed credit expense.

Comment 38: The Treatment of Piazzista Expenses

Petitioners argue that the Department’ s classification of the salary and other compensation of Zaffiri’s
piazzida (traveling salesman) as direct salling expenses was incorrect, and should be re-classified as
indirect salling expenses. Petitioners state that Zaffiri reported, and the Department verified, that the
piazzigais an employee of Zaffiri, and that his sdary, pension contributions, worker’s compensation
and saverance indemnity contributions are fixed amounts that do not vary based on the volume of sdes.
Petitioners refer to the Department’ s questionnaire, and argue that the Department specificaly ingtructs
that expenses such as salesmen’ s sdaries should be categorized asindirect sdlling expenses. Petitioners
argue that to be consgtent with the clear ingructionsin the Department’ s questionnaire, the Department
should re-classify expensesrelating to the piazzista asindirect sdling expenses.

Zdfiri maintains that the piazzista expenses are direct selling expenses. Zeffiri dates that the piazzista's
job, as verified by the Department, is solely to vigt its smadl group customers. Zaffiri argues thet the
trestment of the piazzista expenses as direct expensesis vdid, because the minuscule volume of Zeffiri’'s
sdesto itssmal customer group isunusud in the pastabusiness. Zeffiri argues that the expensesiit
incurs, in the form of the piazzigta, are as aresult of taking on thisunusud class of customers. Zaffiri
dates that the piazzista expenses were not related to Zaffiri’s other customer categories. Zaffiri states
that if it did not have small-retailer sdes, it would not have a piazzista, and thus, expenses reating to the
piazzista are expenses which directly relate to the existence of certain sdes. Therefore, Zaffiri argues,
the Department should continue to accept the trestment of the piazzista expenses as direct sdlling
expenses.

Department’s Position: We agree with petitioners. In the Prdiminary Results the Department’s
classfication of the sdary and other compensation of Zaffiri’s piazzista as direct sdlling expenses was
incorrect and should be re-classfied asindirect salling expenses. Zéffiri reported that the piazzigaisan
employee of Zaffiri, and that the expenses of his employment do not vary according to the volume of
sdes. The Department’ s questionnaire specifically ingdructs that expenses such as sdesmen’'s sdaries
should be categorized asindirect selling expenses. Thus, we will re-classify expenses rdlating to the
piazziga as indirect sdling expenses for these find results.

Comment 39: Trestment of the U.S. Billing Adjustment

Petitioners dtate that Zaffiri reported an upward billing adjustment to U.S. price, but that based on
Zdffiri’ s questionnaire responses, petitioners believe that Zaffiri provided a credit to its customer, and
not vice versa, as Zaffiri hascdlamed. Asareault, petitioners argue that for the find results, the
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Department should subtract the billing adjustments from U.S. price instead of adding themto U.S.
price.

Zdfiri did not comment on thisissue.

Department’ s position: We agree with petitioners. Zaffiri reported a billing adjustment to U.S. price.
However, based on Zaffiri’s April 23, 2003 supplemental questionnaire response at pages 49, 50, and
Exhibit 17 it is clear that this adjustment should have been subtracted from the U.S. gross unit price, not
added to the U.S. gross unit price as was done in the Prdiminary Results. Thus, in the Prdliminary
Results the Department’ s gpplication of billing adjustment to U.S. price was incorrect and we will
subtract this adjustment from Zaffiri’s U.S. gross unit price for purposes of the find results.

Comment 40: Treatment of Free Pasta Program in the United States

Petitioners sate that Zaffiri characterizes its free pastaprogram in Itay as adiscount, and in the United
States, its free pasta program is characterized as adirect sdling expense. Petitioners state that the
Department’ s questionnaire specificaly ingtructs respondents to report free goods as discounts, and
argue that Zaffiri itsdf has stated on the record that it does not object to the characterization of its U.S.
free pasta program as a price adjustment. Petitioners argue that the Department should trest both free
pasta programs as a discount for purposes of the find results.

Zaffiri did not comment on thisissue.

Department’s position: We agree with petitioners. In the Prdiminary Results the Department’s
classfication of the free pasta program as a direct selling expense was incorrect and should be re-
classfied asadiscount. The Department’ s questionnaire ingtructs respondents to report free goods as
discounts and Zaffiri has stated that it does not object to the characterization of its U.S. free pastaas a
price adjustment. Thus, the Department will treat both free pasta programs as a discount for purposes
of thefind results

Comment 41: Currency Conversions in Computer Program

Petitioners state that Zaffiri reported the gross unit price in dollars or Euros per kilogram, and that it had
added a computer field, CURRU, to report the currency in which each U.S. sale was made.

According to petitioners, Zaffiri sated that dependent fields are in the same currency as the unit price.
As aresult, petitioners state, the Department inserted programming language into its computer program
that dates that if the key in the fidd CURRU isin Euros, then the following fidds should be converted
to U.S. dallars. GRSUPRU, BILLADJU, RCREDITU, PACKREVU, DIRSEL 1U, DIRSEL2U, and
RINDIRSU.
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Petitioners argue that the Department’ s language is incorrect, because the language does not account
for certain fields (PACKREVU and DIRSEL 2U) that are dways stated in Euros, which resultsin those
fields not being converted in ingances where CURRU is stated in dollars. Petitioners dso argue that it
is unclear whether amounts reflected in the U.S. billing adjustment and expense fields are dwaysin the
same currency reported in the CURRU fidd. Petitioners argue that for the find results, the Department
should subgtitute language thet will convert al fields properly, and that the Department should determine
whether the amountsin the billing adjustment and expense fidlds are dways stated in the same currency
asthe CURRU fidd.

Zdfiri agreesthat the Department should subgtitute language to accurately convert the fidlds
PACKREVU and DIRSEL 2U from Eurosto U.S. dollars with no reliance on the CURRU field.

Department’s position: We agree with petitioners and Zaffiri. In the Prdiminary Resultsthe
Department’ s currency exchange methodology for PACKREVU and DIRSEL 2U was incorrect. Thus,
the Department will subgtitute language to accurately convert the fields PACKREVU and DIRSEL 2U
from Eurosto U.S. dollars with no reliance on the CURRU field as was done in the Prdiminary Results.

Comment 42: Purchased Pasta

Zdffiri argues that the cost of purchased pasta should be included in the weighted-average COP
caculated for each CONNUM. Zaffiri contends that the Department’s own section D questionnaire
requires respondents to report a single weighted-average COP for each CONNUM sold in the U.S.
and home markets, whether produced, tolled or purchased. Furthermore, the respondent notes that
this reporting requirement is compelled by precedent. In Pagtafrom Italy 2™ Review, LaMolisanawas
directed to weight-average purchased and produced pasta where the pasta was commingled. Zaffiri
maintains that it is common practice for pasta producers to fill product lines or make up shortfalsin
product lines with purchased padta, resulting in commingled pasta. Zaffiri adds thet in previous pasta
reviews, the Department included purchased pasta in its welghted-average calculation of COP. Zaffiri
argues that this rule has been gpplied consstently since the second review. Furthermore, citing the Find
Determination: Coumarin from the People’s Republic of China, 59 FR 66895, 66900 (December 28,
1994) (“Coumarin from China”), Zaffiri notes that the rule of weight-averaging purchased and

produced product has been applied to other cases. In Coumarin from China, the vaue for
sdicyladdehyde, an input into the production of coumarin, was based on the weighted-average of the
respondent’ s own factors and the purchased sdlicyladehyde.

Zdtfiri maintains that neither respondents nor petitioners have ever questioned the propriety of weight-
averaging purchased and produced pastaat any point during the past reviews nor has the Department
ever suggested that this practice was erroneous. Therefore, Zaffiri clams that the Department rewrote
amethodology in the Preliminary Results without articulating the reasoning behind the change.
Referencing Transcom, Inc. v. United States, 123 F. Supp.2d 1372, 1380-1 (CIT 2000) among
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others, Zaffiri contends that the Department cannot change an accepted policy without providing good
and sufficient reason for such change. Moreover, Zaffiri argues that such changes should have been
made at an earlier stage of the proceedings to provide Zaffiri with an opportunity to undertake the
revisonsto its cogs.

Findly, Zaffiri argues that the present rule has the advantage of predictability. Zaffiri believesthat this
change in policy is not conducive to congistent adminigtration of the antidumping datute. Therefore,
Zdfiri urges the Department to use its COP, as origindly reported, for purposes of these find results.

Petitioners state that the Department should exclude the cost of Zaffiri’s purchased pasta from the
weighted-average COP. Petitioners claim that this excluson is gppropriate because Zaffiri’s COP
should be comprised of pasta produced by Zaffiri rather than purchased from other pasta companies.
Petitioners further claim that the Department’ s questionnaire instructed Zaffiri to not include the costs of
purchasing pasta in the weighted-average cost of manufacturing where the supplier of the pasta type
sold can be identified.

Department’s Position: We agree with Zaffiri, in part. Zaffiri is correct in daming thet the
guestionnaire requires a single weighted-average cost for purchased and produced pasta when the sales
of the pasta. has been commingled. However, because Zaffiri merely purchased and resold asmal
amount of the finished pasta, and had its own production cost for al of the reported CONNUMS, the
Department disagreesthat it is gppropriate to use the acquisition price to determine the cost of the
purchased pasta. Instead, where produced and purchased pasta have been commingled at the time of
sales, the cost of the purchased pasta should be reported at the producer’s COP in order to maintain
congstency with both the law and case precedent. The law specifies that the production costs of the
subject merchandise, not the acquisition cogts of the merchandise, be used in the antidumping duty
cdculation. Specificdly, section 771(16)(A) of the Act defines the foreign like product as“[t]he
subject merchandise and other merchandise which isidentica in physica characteristics with, and was
produced in the same country by the same person as, that merchandise” Also, section 771(16)(B)(i)
of the Act, defines merchandise as being “ produced in the same country and by the same person asthe
subject merchandise.” Findly, section 771(28) of the Act States that an exporter or producer “means
the exporter of the subject merchandise, the producer of the subject merchandise, or both where
appropriate.” For purposes of section 773 (the normal value calculation), section 771(28) States, the
term “exporter or producer” includes “ both the exporter of the subject merchandise and the producer
of the same subject merchandise to the extent necessary to accurately calculate the total amount
incurred and redlized for cogts, expenses, and profits in connection with production and sde of that
merchandise”

The Department has determined that it is necessary to use the producer’s costs of production to
accurately caculate the total costs and expenses incurred in producing subject merchandise.
Furthermore, when a COP inquiry has been initiated, section 773(b)(1) of the Act clearly directsthe
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Department to “...determine whether, in fact, such sdles were made at less than the cost of production.”
An acquigition price for afinished product does not trandate into a cost of production. “Cost of
production,” as used in section 773(b)(1) of the Act, means the cost to produce such merchandise, not
the cost of purchasing such merchandise. In the Department’ s findings in Fresh and Chilled Atlantic
Sdmon from Norway, Final Results of Antidumping Duty Adminidretive Review, 61 FR 65522, 65523
(December 13, 1996) and accompanying Issues and Decison Memorandum, at Comment 1, the
Department stated that when there is no transformation of the merchandise outside the scope of the
order to merchandise within the scope of the order, the Department must obtain the respondent’ s costs
of production aswdll as the producer’s cost of production. See aso Natice of Prdiminary
Determination of Salesat Less Than Fair Vaue: Greenhouse Tomatoes from Canada, 66 FR 51010
(October 5, 2001) and Natice of Preliminary Determination of Salesat Less Than Fair Vaue: Honey
from Argentina, 66 FR 24108, 24112 (May 11, 2001). Although we agree that the acquisition cost of
the purchased pasta was accepted in previous pasta reviews, this treatment was inconsistent with the
law and with the trestment in other cases. Therefore, because Zaffiri is merely acting as aresdler of the
purchased pasta, and because Zaffiri produced al of the CONNUMSs and provided its own production
cogtsfor dl of the CONNUMs sold in the U.S. and home market, the Department has determined
Zdffir’ s CONNUM specific COP and CV by disregarding the acquisition cost of the purchased pasta
and ingtead relying solely upon Zaffiri’s cost of producing pasta

Comment 43.  By-product revenue offsat in the COGS denominator of the interest expense and G& A
expense raios

Zdfiri damsthat in the Prdiminary Results, the Department erred when it offset the COGS
denominator of the G& A expense and interest expense ratios by the by-product revenue. Zaffiri sates
that there is no precedent for the Department to adjust COGS by removing scrap revenue from COGS
for G& A expense purposes. Zaffiri further clamsthat such an adjustment would be impossible to make
for countries which have hyper-inflationary economies and non-market economies. Zeffiri clamsthat in
antidumping investigations involving those types of economies, the Department relies soldy upon
financid statements and therefore does not have the financia data available to make such an

adjusment. Zaffiri clamsthat because of this, the use of a scrap revenue offset in the COGS used in
the G& A and interest expense ratios pendizes Itaian pasta producers under smilar investigations.

Petitioners state that because the scrap revenue offset decreases direct material costs as reported by
Zdfiri, direct materid costs should aso be net of scrap revenue in the COGS used in the G& A and
interest expense ratios. Petitioners reason that the COGS denominator must be on the same basis as
the reported COM. Finaly, petitioners clam that Zaffiri’s comparison to the treatment of a by-product
in a hyper-inflationary economy isirrdevant to the ingant case.

Department’s Position: We agree with petitioners. The G&A and interest expense ratios must have
a COGS denominator which is calculated in the same manner asthe COM to which it isapplied. See
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Notice of Final Determination of Sdles at Less Than Fair Vadue: Live Caitle From Canada, 64 FR
56739, 56756, (October 21, 1999) and Notice of Find Results of Antidumping Duty Adminidrative
Review of Elemental Sulphur from Canada, 64 FR 37737, 37740, (July 13, 1999). Zaffiri’s reported
direct materid costsin the COM are net of the scrap revenue offset, therefore, the COGS used in the
denominator of the G& A and interest expense ratios must o be net of the offsat. Zaffiri’s comparison
of thisreview and investigations involving high-inflationary economies and non-market economies is not
relevant. In the current review, sufficient financia information is available to adjust the COGS
denominator to ensure that it is on the same basis asthe COM to which the G& A and interest rates will
be applied. See dso Department’ s position to Comment 23, supra.

Comment 44: Packing Cogt in the COGS Denominator of the G& A and Interest Expense Ratios

Petitioners clam that overhead codts related to packing were included in the COGS of Zaffiri's G& A
and interest expenseratios. Petitioners state that those costs should be subtracted from the COGS
used inthe G&A and interest expense ratios because the ratios are gpplied to a COM exclusive of dl
packing costs. Petitioners add that, as with the by-product revenue offset discussed above, the COGS
denominator used in the G& A and interest expense ratio must be on the same basis as the reported
COM.

Zaffiri did not comment on thisissue.

Department’s Position: We agree with petitioners. To determine the CONNUM-specific G& A and
interest expense amounts, the G& A and interest expense ratios are multiplied by a CONNUM specific
COM which does not include packing. Therefore, the COGS denominator used to caculate the G& A
and interest expense ratios must also be net of packing. See Notice of Fina Determination of Sales at
Less Than Fair Vdue: Stainless Sted Bar From Korea, 67 FR 3149 (January 23, 2002) and
accompanying Memorandum to Faryar Shirzad from Richard W. Mordand, Re: Issues and Decision
Memorandum for the Find Determination of the Antidumping Duty Investigation: Stainless Sted Bar
from Koreaat Comment 9, dated January 23, 2002, where the Department removed packing from the
COGS denominator used in the G& A and interest expense ratios.

Comment 45: Trade Show Revenue as Offset to G& A Expense

Zdfiri clamsthat a cash rebate received in 2001 relating to atrade show occurring in 2000 should be
alowed as an offsat for G& A expense of the POR. Zaffiri concedes thet the rebate relates to the
expenses of 2000, but the rebate value was unknown at the time of the preparation of the 2000
financia statements, and therefore was not booked in 2000, nor was it used to offset the reported costs
of the prior POR. Nevertheless, Zaffiri clamsthat the rebate should be an offset to the current POR.
Zdfiri gatesthat in the Priminary Results the Department included in the G& A expense of the current
POR, adeferred payment from prior years appearing on Tomasdllo' s financia statements. Zeffiri
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maintains that Tomasd 0’ s deferred payments are comparable to Zaffiri’ s revenue from the trade show
in that they are from prior year(s), and therefore the trade show revenue should be included as a current
G&A expense offsat.

Petitioners claim that the cash received in 2001 relating to a trade show in 2000 should be used to
offset the 2000 expenses which aso relate to the trade show. Therefore, petitioners Sate that the
Department should not dlow it as an offset to COP for the current POR because Zaffiri should have
reported it as an offset for the prior POR. Petitioners add that the Department is not compelled to treat
the revenue from a trade show in the same manner as Tomasello’s deferred payments because
decisions should be based on the particular facts of each case. Findly, petitioners state that should the
Department determine to include the trade show refund in the current POR, it should be treated as an
offset to Zaffiri’s home market indirect selling expenses because it is arebate for costs associated with
marketing.

Department’s Position: We agree with petitioners, in part. Trade shows are associated with
marketing and selling merchandise; therefore, the trade show cash rebate relates to indirect selling
expenses, and not G& A expenses. The cash rebate Zaffiri received in 2001 is related to a trade show
relaesto indirect saling expenses and should not be used to offset its 2000 G& A expenses. Thus,
based on the facts of this segment of this proceeding, the rebate should be gpplied as an offset to the
home market indirect salling expenses Zaffiri reported for the POR.

Comment 46: Foreign Exchange Loss

Petitioners Sate that the foreign exchange loss arising from amounts payable should be included in
Zdfiri’ sinterest expenses because thisis congstent with the Department’ s current practice.

Zaffiri did not comment on thisissue

Department’s Position: We agree with petitioners. Asexplained in Certain Preserved Mushrooms
From Indonesa Preiminary Results of Antidumping Duty Adminidrative Review and Intent To
Revoke Order in Part, 68 FR 11051 (March 7, 2003), we have implemented a change in practice
regarding the trestment of foreign exchange gains and losses. Instead of separating the foreign
exchange gains and losses, we normdly will indude in the financid expense cdculation dl foreign
exchange gainsand losses. This approach recognizes that the key measure is not necessarily what
generated the exchange gain or loss, but rather how well the entity as awhole was able to manage its
foreign currency exposure in any one currency. As such, for these find results, we included al foreign
exchange gains or losses in the financid expense rate computation. Accordingly, we have revised
Zdfir’ sinterest expense rate cdculation to include al foreign exchange gains and losses. We note that
there may be unusud circumstancesin certain cases which may cause the Department to deviate from
this genera practice. We will address exceptions on a case-by-case basis.
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Comment 47: Expenses on Invoice Payables and Loss on Sde of Assets

Petitioners state that invoice payables expenses and the |oss on sales of assets are expenses related to
the generd operation of Zaffiri and should be included in the reported COP.

Zdfiri did not comment on thisissue.

Department’s Position: We agree with petitioners. The invoice payables expenses and the loss on
sdes of assets are recorded as expenses in Zaffiri’ s financia statements for 2001, and relate to the
generd operations of the company asawhole. We have therefore included these expensesin the G& A
rate calculation.

Comment 48: Packing Costs

Petitioners State that Zaffiri’ s reported packing costs should be adjusted to reflect the packing costs as
recorded in thetrid balance. The petitioners refer to the Department’ s cost verification report where
the Department stated that Zaffiri based the cost of packing film and packing cartons on unsupported
amounts because the company could not subgtantiate its beginning and ending POR inventory.
Therefore, petitioners claim that the Department must rely on the actua costs for packing as recorded
inthetrid baance.

Zdtfiri maintains that its reported methodology for caculating packing cogts is accurate and was verified
by the Department. Zaffiri notesthat it appropriately used the weight-averaged per-unit cost of packing
materia purchased during the POR to calculate packing cost. Zaffiri asserts that the difference between
the total packing amounts reported to the Department and the total packing costs recorded in the POR
trid balance was due to an increase in the ending POR inventory of packing materids. Zaffiri clams
that it could not provide documentation of the inventory change because Italian GAAP only requires
that an inventory count be performed once a year, which Zaffiri does a year end. Therefore, the
Department should not pendize Zaffiri by not accepting its daimed ending inventory quantity and
ingteed, relying on the total cost of packing materids asrecorded initstrid baance. Zaffiri dso implies
that because a substantia portion of its production is tolled and comes prepackaged, the Department’s
methodology overdtates its actual packing costs.

Department’s Position: We agree with petitioners that based on the facts of this case, Zaffiri’s
packing costs should be adjusted to reflect the actua packing costs recorded initstrid balance. In the
ingtant case, Zaffiri’s norma books and records did not quantify or vaue its packing materials inventory
at the beginning or at the end of the POR. For submisson purposes, however, Zaffiri clamed that its
packing materias inventory quantity increased from the beginning of the POR to theend. Asareault,
Zdffir’ sreported packing materia costs were less than those recorded in its normal books and records.
Although the Department would normally factor the change in inventory into the materia cost
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caculation, such achange would have to be supported. Zaffiri had no documentation to support its
clamed ending inventory quantity. Without such documentation, the Department has no way of
verifying whether packing materidsinventory, in fact, increased during the POR. The Departmert,
however, was able to verify Zaffiri’s actua packing materias costs incurred during the POR from its
POR tria balance. For the Preliminary Results as a surrogate cost adjustment, the Department
calculated a packing cost using the actua packing costs from the POR trial balance and did not include
the unsupported claimed increase in the packing inventory during the POR. The Department reconciled
the POR trid baanceto Zaffiri’s year end trid balance and to Zaffiri’ s year end financid statements.
Zdfir’ s characterization of the Department’ s computation as theoretical and imputed isincorrect. The
Department used the actual cogts from Zaffiri’ strid baance in caculating packing cods for the POR
and did not impute any theoreticd costs. Furthermore, we disagree with Zaffiri’ simplication that the
Department did not take into account the tolled pasta, which did not have packing cog, thus overstating
Zeffir’ s packing cost. The Department used actud packing cogts incurred by Zaffiri from its POR trid
balance. Only packing cogts incurred by Zaffiri would be recorded in the trid baance. Packing costs
incurred by outside suppliers would not be recorded in Zaffiri’ s tria baance or financia statements.
Therefore, for the find results we have continued to include the packing costs as recorded in Zaffiri’s
POR tria baance.

Ferrara
Comment 49: Offset to Ferrara's Depreciation for Italian Subsidies

Petitioners argue that the Department should reduce Ferrara s depreciation expense offset relating to
governmenta support for investment in environmentaly-friendly machinery. Petitioners assart that
Ferraraerred in determining the amount of the offset attributable to the POR. They contend that there
are differences between the depreciation rates in Ferrard s financia statements and the rate in Ferrara s
submitted codts. Petitioners urge the Department to amend the depreciation expense offset to equa the
overdl rate, as caculated by petitionersin their case brief, for al of Ferrard s assets. According to
petitioners, such an gpproach is smilar to the agpproach used by the Department in the Prdiminary
Resultsfor Indalco in thisreview.

Ferrara counters that it correctly offset its COP by the Italian government’ s support for investment in
environmentally-friendly machinery and equipment. Ferrara notes that while petitioners do not contest
the propriety of the offset in generd, petitioners do clam that Ferrara s use of a seven-year useful life
for the equipment is at odds with Ferrara sfinancid statements. Ferraraargues that petitionerserr in
citing to Ferrara' s 2000 financid statement footnotes because the relevant footnotes are contained in
Ferrara’ s 2001 financid statement. Specificdly, Ferrara points out that page 2 of its 2001 footnotes
dates that machinery and specia equipment have a useful life of seven years and a depreciation rate of
14 percent. Ferrarafurther notes that this correspondsto the Itdian origina financid statement at page
56 of Exhibit 8 of its October 21, 2002, questionnaire response. Thus, Ferrara assertsthat it has
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properly reported this aspect of its COP and the Department should use thisrate in its calculation of the
vaue of the benefit during the POR

Department’s Position: We agree with Ferrara. First, the offset claimed comes directly from
Ferraral s 2001 year-end financid statements. It is not an amount calculated just for purposes of the
response. Ferrara showed how the amount was calculated in Exhibit 7 of the supplemental section D
response, and how the amount relates to one year’ sworth of depreciation for the associated
equipment. Second, petitionersrefer to pages 71 - 72 of Exhibit 8 of Ferraral s origind questionnaire
response. These pages are not the correct trandation of the footnotes to Ferrara s financid statements
(asisobvious by comparing the date of the document (on page 69 of Exhibit 8) and the numbers on
page 71 - 72 with the Italian origina financid statement on pages 52 and 56 of Exhibit 8.) Ferrara
submitted the corrected trandation of the footnotes in Exhibit 3 of its March 13, 2003, supplementa
questionnaire response. The depreciation rate on page 2 of Exhibit 3 of Ferrara s March 13, 2003,
response matches the depreciation rate used by Ferrarain Exhibit 7 of the supplemental section D
response in caculaing the depreciation against which the contribution was offset in the POR.
Therefore, we have made no change to this depreciation offsat.

Comment 50: Offset to Fixed Overhead Relating to Ferrara s Performance Bond Claim

Petitioners argue that the Department should reduce Ferrara s overhead expense offset relating to a
performance bond claim because it related to equipment installed before the POR. Petitioners assert
that Ferrara erred in deducting the entire amount in the period the payment was received (within the
POR) as opposed to amortizing the amount over the useful life of the affected assets. Petitioners
contend that this violates the matching principle whereby costs are recognized as expenses when the
goods or services represented by the costs contribute to revenue (costs are matched to the revenues
they help create). Petitioners argue that the same is true with reductionsto cost. Petitioners further
argue that because it is not possible to trace the depreciation expense associated with the machinery in
question, the Department should assume the rate for the assets in question is the average of the two
equipment rates ligted in the financid satements.

Ferraraargues that its offset to overhead relating to the performance bond is correct. Ferrara notes
that petitioners do not dispute the propriety of the reduction just that the amount should be amortized
over the useful life of the equipment. Ferrara points out that if petitioners were correct, then the
amortization period should be the same seven years (14 percent per year) as explained in the previous
comment, and not the rates suggested by petitionersin their brief. Ferrara asserts that the rates
suggested in petitioners brief rely on the same erroneous source as petitioners cited in the previous
comment. Ferrarareiteratesthat it is clear that Exhibit 3 of the March 13, 2003 Ferrara questionnaire
response contains the correct useful life of seven years. Nonetheless, Ferrara disagrees with
petitioners suggestion that this amount should be amortized at al. Ferrara clamsthat the revenue was
received during the POR and that the matching principle cited by petitioners requires that revenues be
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recognized when received. Ferrara argues that in the case of the performance bond settlement, the
revenue was received in alump sum and was immediately available to Ferrarato use as it wished.
Ferraranotesthat if it chose to spend the money on equipment upgrades to bring the production lines
up to specification, then the expenditure would be properly depreciated.

Department’s Position: We agree with petitioners that Ferrara s offset related to the performance
bond claim should be amortized over the useful life of the equipment. For these find results, we have
used the same equipment depreciation rate used by Ferrarafor the calculation of the offset to
depreciation (14 percent) and gpplied it to the amount of the performance bond. The performance
bond claim was related to equipment that was purchased and did not perform according to
specification. Presumably this equipment was used during the POR and will continue to be used
throughout its useful life. Therefore, the income from the performance bond claim is essentidly
offsetting the cost of this equipment purchased in aprior period. Assuch, like the equipment cog, it
should be amortized over the same useful life as the equipment. In accordance with section
773(f)(1)(A) of the Act, the Department normally relies on data from a respondent’ s books and
records where those records are prepared in accordance with the home country’s GAAP, and where
they reasonably reflect the costs of producing the merchandise. In this case, the income from the
performance bond claim was recognized entirely in the POR as non-recurring income. However,
offsetting the entire amount of the income againgt costs for the POR does not reasonably reflect the
costs of producing the merchandise during the POR. The income reduces the cost of machinery that
will be used over multiple periods and will be expensed over multiple periods, and therefore, should be
alocated over the same number of periods. We have therefore applied a depreciation rate of 14
percent to amortize Ferrara s performance bond claim.

Comment 51: Use of “Die Type’ as a Product Matching Hierarchy

Petitioners maintain that Ferrara unilaterdly atered the product matching hierarchy for production
process differences “die types.” They assart that different die types do not result in commercidly
sgnificant physica differencesin subject merchandise. To support their arguments, petitioners
submitted in their case brief, as an attachment, the public version of their case brief to the CIT inthe
aoped of thefifth review in New World Pasta Co. V. United States, Ct. No. 03-00105 (CIT brief).
Petitioners urge the Department to ignore Ferrara s unilatera dteration of the definition of the “foreign
like product” by indluding “die types’ as amatching hierarchy.

Ferrara contends that petitioners’ approach to thisissue is unorthodox. Ferraraargues that the record
for the current review is entirely different and has more augmented factud information. Ferraraurges
the Department to reject petitioners arguments for the following reasons: 1) the CIT brief condtitutes an
untimely submission of new factua information as thisinformation has not been previoudy submitted to
the Department; 2) petitioners redaction of al proprietary information from the submitted public
verson of CIT brief deprivesthe entire brief of any grounding in factud redlity, leaving a string of
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abstract propostions that are untied to the factual record of the current review; and, 3) petitioners CIT
brief never cites any document or record in the present segment of the proceeding, and thus, it has no
placein thisreview.

Furthermore, Ferrara counters that petitioners have not disputed what is on the record in this review,
that Teflon die imparts a“more yellow color” and a*“smoother surface’ to the finished product, while
bronze dies produce a rougher surface of pastawith highlights making it look white, and with minutely
jagged and porous appearance which helps the sauce to stick to the pastaonce it is cooked. Ferrara
clamsthat both the color and surface are clearly “physicd characterigtics’ of pasta. Moreover, Ferrara
asserts that petitioners aso have not disputed Ferrara s evidence that these physical characterigtics are
commercidly sgnificant asreflected in consumers' perceptions and purchases, as well as by food
engineers, professiona cooks and food marketers. Findly, Ferrara pointed out that the fifth
CONNUM digit is needed not only to differentiate bronze- from Teflon-die pasta, itisaso a
methodology to avoid digtortion of the dumping calculation. Specificdly, Ferrara gates that in the fifth
review, Ferraraa so used the fifth CONNUM digit to separate the Amway from non-Amway pasta,
where Amway products requires much higher packaging materid cost. Ferraraindicates that the
Department has always accepted this position.

Department’s Position: We agree with Ferrarawith respect to using five-digit CONNUMSs to
account for the differences between bronze-die and Teflon-die pasta. In the fourth and fifth reviews,
the Department determined that the physica and cost differences, as well as the difference in throughput
rates and packing line speed, between bronze- and Teflon-die pasta warrant separate treatment. In this
review, Ferrara provides further evidence showing that the differencesin the color (white verses yelow)
and appearance of pasta (rougher verses smoother surface) between bronze- and Teflon-die pasta are
commercidly sgnificant as reflected in consumers perceptions and purchases, as well as by food
engineers, professona cooks and food marketers. Because the Department had previoudy verified
Ferraras questionnaire responses and this issue has been thoroughly considered in previous reviews,
absent any information that contradicts our decison in the fourth and fifth reviews, we continued to
accept Ferraras reporting of five-digit CONNUMS. See Padta from Italy 4™ Review. See dso, Pagta
from Itay 5th Review. For purposes of modd maiching in these find results, we continued to use
Ferrards five-digit CONNUMSs to account for the differences between bronze-die pasta and Teflon-

die pasta

With respect to Ferrraras argument that we should not address the portions of the CIT brief attached
by petitioners, we note that the petitioners attachment of the argument section from its CIT brief isnot a
practice that the Department encourages. As a general matter, given the factua differences from one
review to ancther, such an attachment may contain information not relevant to the review being
conducted and, thus, be subject to regection by the Department. However, with respect to this
particular issue there was no new information or argument between the previous review and this review.
Therefore, the Department did not rgject this portion of the petitioners brief.
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Recommendation

Based on our andysis of the comments received, we recommend adopting dl of the above postions.
If these recommendations are accepted, we will publish the find results and the final weighted-average
dumping marginsin the Federd Regidter.

Agree Disagree

James J. Jochum
Assistant Secretary
for Import Administration

Date



